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ABSTRACT 

Conducted at a time when increasing numbers of the 
nation's young children are in child care and when the American 
public is concerned about children's readiness for school, the Cost, 
Quality, and Child Outcomes Study provides the first comprehensive 
econometric and psychometric analysis of child care and children's 
outcomes. The study was designed to examine the relationships among 
the costs of child care and the nature and effects of children's 
child cart experiences. Cost and quality data were collected through 
visits to 50 non-profit and 50 for-profit centers in each of four 
states: California, Colorado, Connecticut, and North Carolina. 
Trained data collectors conducted interviews with and distributed 
questionnaires to center directors, teachers, and parents; thty also 
observed two randomly chosen classrooms in each center. Data were 
then collected on 826 children from preschool classrooms visited 
earlier. The study found that while child care varies widely within 
and between states and sectors of this industry, most child care is 
mediocre In quality, sufficiently poor to interfere with children's 
emotional and intellectual development. Market forces constrain the 
cost of child care and at the same time depress the quality of care 
provided to children. It costs somewhat more to provide good quality 
care than to produce poor quality care; however, higher costs are not 
obviously reflected in parent fees, which are relatively similar in 
centers of different quality. Based on the findings, the following 

recommendations were made: (1) launch efforts to educate parents on 
identifying high quality programs; (2) implement higher state 
standard!; (3) increase investments in child care staff; and (4) 
assure adequate financing and support of child car*. (BGC) 
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Summary 



Every day, five million American children 
attend child care. As child care has become 
essential to our nation's children and their 
families, fresh, clear knowledge about child 
care quality, costs, and child outcomes is 
increasingly necessary. 

To that end. Cost, Quality, and Child 
Outcomes in Child Care Centers provides a 
comprehensive study of center cl.vild care in 
four regions of California, Colorado, Con- 
necticut, and North Carolina. Researchers from 
the University of Colorado at Denver, the 
University of California at Los Angeles, the 
University of North Carolina at Chapel Hill, 
and Yale University collected and analyzed 
data during 1993 and 1994. In total, data were 
collected from 401 centers and 826 preschool- 
aged children from a subsample of these 
centers. 

The research was deliberately designed to 
provide an intensive, on-site study of centers in 
four fairly representative states with varying 
licensing standards and demographic and 
economic characteristics. Taken together, our 
results give a national overview. Individually, 

SUMMARY 



the results for a given state are representative 
of other states with similar characteristics. 

"'flOINGS 

THE QUALITY OF SERVICES 

► Child care at most centers in the United 
States is poor to mediocre, with almost half of 
the infant and toddler rooms providing poor 
quality. 

► Only one in seven centers provides a level 
of quality that promotes healthy development. 
Child care in one in eight centers threatens 
health and safety. Seven in ten centers are 
providing mediocre care which may compro- 
mise children's ability to enter school ready to 
learn. Jnfants and toddlers fare worse. Forty 
percent of the infant and toddler rooms were 
observed to endanger childrens' health and 
safety. Only one in 12 infant/toddler rooms are 
providing developmentally appropriate care. 

► The quality of child care is primarily 
related to higher staff-to-child ratios, staff 
education, teacher turnover, administrators' 
experience, and their effectiveness in 
curriculum planning. In addition, teachers' 
wages, their education and specialized training 
were the most important characteristics that 
discriminate among poor, mediocre, and good- 
quality centers. 

► States in this study with more demanding 
licensing standards have fewer poor-quality 
centers. Centers that comply with additional 
standards beyond those required for basic 
licensing (such as those required for funding or 
accreditation) provide higher quality services. 

► Centers with extra resources used them to 
improve quality. 

CHILD OUTCOMES AND THEIR 
RELATION TO CENTER QUALITY 

► Children's concurrent cognitive and social 
development are positively related to the 
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quality of their child care experience. 
Compared to children in lower quality settings, 
children in higher quality classrooms displayed 
more advanced language development and pre- 
math skills, had more advanced social skills, 
had more positive attitudes toward their child 
care experiences, and had wj.Tner relationships 
with their teachers. 

► The quality of child care is positively 
associated with developmental outcomes for 
children across all levels of the mother's 
education. In some cases child care quality was 
even more strongly related to the outcomes of 
children at risk. 

COST, REVENUE AND SUPPORT 

Center child care - even mediocre care - is 
costly to provide. Donations - including goods, 
space, volunteer hours, and foregone wages of 
workers - account for more than one-fourth of 
the full cost of care. 

Good-quality services cost more than 
mediocre-quality services, but not a lot more. 

Center enrollment affects costs. Cost per 
child hour decreases with the increase in total 
child hours provided and with more intensive 
use of the existing space. Also, there are 
economies of scale for larger centers. 

Cash payments from government and 
philanthropic sources represent about 28% of 
center revenue, with the remainder coming 
from parent fees. 

SECTOR COMPARISONS 

While there are differences between 
nonprofit and for-profit centers, their overall 
quality is not significantly different, except in 
the one state with low licensing standards. 

► Auspices mainly dependent on parent fees 
for revenue - church affiliated and for-profit 
centers - tend to provide lower quality. 

»• Within each sector, particularly in the 
nonprofit sector, there are variations by sub- 
sector in center characteristics and overall 
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quality. 

► These findings suggest that it is difficult to 
associate any given level of quality with sector 
overall, rather, levels of quality may be more 
clearly aligned with mb-sectors. 

► On average, both nonprofit and for-profit 
centers seem equally efficient in their allocation 
of resources in the sense that tbe variable cost 
per child hour is not significantly different for 
centers with similar enrollment and quality. 

THE COMPETITIVE ENVIRONMENT 

► Characteristics of the market - competition 
and subsidy dependence - affect center 
finances, with nonprofit and for-profit centers 
facing different competitive conditions that 
affect their performance. 

► Parents are not, in general, good monitors 
of quality. Although parents report that they 
value good-quality care, they substantially 
overestimate the quality of care their children 
are receiving. This lack of consumer know- 
ledge and the fact that there is little difference 
in fees in centers providing high- and low- 
quality care suggest that there is little financial 
incentive for centers to improve quality. 

RECOMMENDATIONS 

The main recommendation of the study is that 
the country must commit to improving both the 
quality of child care services and access to 
good-quality child cai'e programs. The study 
identifies key initiatives that will be necessary 
to improve child care quality: 

A public education media campaign should 
be launched to inform consumers and the 
general public of the liability of poor-quality 
programs; 

Parents need to have better tools to identify 
good quality child care; 

► States should implement higher quality 
child care standards and improve monitoring of 
programs; 
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► The nation needs to increase its investment 
in child care staff; 

► Government, business and private philan- 
thropies need to increase their investments to 
help families pay for the cost of good-quality 
child care, and those investments need to be 
tied to incentives to increase quality. 
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Part 1 



Chapter 1 
Introduction 



More and more women, many with small 
children, are being drawn into the paid labor 
force, some for the satisfactions of working 
outside the home, many from economic 
necessity. The number of child care facilities 
has increased to meet the demand. In 1990, 
half of all four-year-olds and 27% of all three- 
year-olds in the United States-were enrolled in 
some kind of early chii-'^hood program. Center 
care represents an increasing share of out-of- 
home child care, particularly for preschool 
children. In a recent study, close to half of 
employed mothers and one third of unemployed 
mothers of three and four year olds reported 
center care as their main child care 
arrangement. (Wilier, Hofferth, Kisker, 
Hawkins, Farquhar, & Glantz, 1991). 

The increasing importance of nonparental child 
care was recognized by the federal government 
in 1990 with the passage of the Child Care and 
Development Block Grant and the expansion of 
fman';ial relief to parents through federal child 
care tax credits. Expansion both in funding 
and in the mission of Head Start programs 
illustrate our commitment as a nation to the 
importance of providing youngsters with the 



preschool stimulation they need to enter 
primary school ready to learn. 

While these programs begin to address issues 
related to the provision of child care for the 
nation's young, we have a long way to go. 
Unlike other advanced industrialized nations, 
we have no comprehensive child care system in 
the United States nor have we created a general 
family policy framework to address the 
increasingly complex changes confronting 
young parents and their children. There is no 
agreement on the relative roles of federal, state 
and local government, not even on the relative 
financial responsibility of government vs. 
family vs. philanthropy in the child care arena. 
Yet we are inventing a new system of services 
for families with young children that must meet 
a wide range of needs. 

The results of this study come at a propitious 
time. At the federal level new ways of 
thinking about relative priorities in spending 
and administration of public sector funding are 
being considered. An air of experimentation is 
being promoted to give states more flexibility 
in designing safety nets in our social programs. 
At the state level, new initiatives in North 
Carolina, Colorado, Ohio, and a number of 
other states illustrate the pressure felt by state 
legislators and governors to address the serious 
concerns about the well being of young 
families. While little is known about what is 
happening at the local government level, the 
interface between state and local governments 
is where many of the most important policy 
decisions will be made. 

As with industry across the board in this 
country, there is a dual focus on improving 
quality while at the same time improving 
efficiency. In particular, child care providers 
are faced with increasing fees to families who 
struggle to meet the already high cost of 
services. At the same time there is widespread 
concern about the quality of care and its impact 
on children. . 
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This study was designed to provide critically 
important information to help policy makers - 
both public and private - come to grips with 
the often conflicting decisions facing them. It 
was funded by a group of forward looking 
foundations, intent on helping our country 
make the difficult decisions needed in the face 
of rapid change in family structure, the role of 
women in the work force, and child rearing 
practices. 

Because the economics of the child care 
industry is not well understood, this study 
combined the expertise of child development 
professionals in measuring quality with the 
skills of economists in measuring cost. The 
analysis of these data provides insights into the 
dynamics of the market that inhibit centers 
from providing better care. It compares the 
performance of both for-profit and nonprofit 
centers. It describes a competitive industry 
with low profit margins and with little financial 
incentive to improve quality. In explaining 
why the quality of most care is inadequate, it 
points to ways in which investment can 
improve the developmental outcomes of young 
children to help ensure their ability to begin 
school ready to learn. 

This study focuses on the relationship between 
the cost and quality of child care in centers 
providing full-time services, as well as the 
effect of center quality on children's 
developmental outcomes. It is based on a 
study of 401 child care centers during the 
spring of 1993 and a sample of 826 preschool 
children who attended these centers. 
Approximately 100 centers were studied in 
each of the following locations: Los Angeles 
County, California; the Front Range region of 
Colorado (Colorado Springs, Denver, Fort 
Collins); the Hartford-New Haven corridor in 
Connecticut; and the Piedmont Triad area in 
North Carolina (Greensboro, Winston Salem, 
and High Point). 

The questions addressed by the study include: 

► What is the relation between cost and 
quality of center child care? 



► How is the quality of a child's child care 
center environment related to his or her 
cognitive, language, and social skills? 

► Are there differences in the strength of the 
relationship between child care quality and 
children's outcomes lor children from different 
backgrounds? . 

► What can we learn about the relative 
importance of staffing ratio, group size, 
qualifications of staff, staff turnover, and 
quality of administration and leadership on the 
overall quality of services? 

► How do licensing standards and regulations 
affect cost, quality, and service delivery? 

► How do changes in wages of different 
categories of staff affect center decisions about 
the mix of staff to employ? 

► What are the differences in practices 
between for-profit and nonprofit centers, and 
how do they affect center costs and quality of 
services? 

► Can larger or more intensively used 
centers provide the same quality services at a 
lower cost than smaller or less intensively used 
centers? 

► What are the economic advantages and 
disadvantages to centers in providing services 
to all age groups of children versus only one or 
two age-groups? In economic terms, is there a 
most efficient mix of age-groups and 
enrollment size? 

► Which types of centers perform most 
efficiently in terms of the cost of providing 
services of a specific level of quality? 

► How effective are parents in monitoring 
the quality of care? 

*■ What public policies are suggested by 
these findings? 
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THE IMPORTANCE OF THE STUDY 

Child care, and more generally early care and 
education (ECE), serves at least two different 
functions: (1) freeing parents, primarily 
mothers, to enter the paid labor force, and (2) 
fostering the physical, emotional, cognitive, 
and social development of children. This study 
finds that the second function is not well met, 
falling far below a satisfactory level. Each 
function is addressed below. 

The growing public concern about the 
availability of affordable out-of-home child 
care is a response to profound structural 
changes in society in the United States that 
have accompanied the dramatic movement of 
women into the paid labor force. In 1993, 
59% of all women with children under the age 
of six were in the work force (Statistical 
Abstract of the United States, 1994, p. 402), 
representing a five-fold increase from 11 % in 
1947-48 (Ford Foundation, 1989). It now is 
the norm for mothers of young children to 
work at least part-time. The changes involve 
new patterns of family life in which parents are 
sharing the responsibility for raising their 
children with paid providers. Increasinglv 
these services are becoming a market 
commodity bought and sold more or less 
according to principles of market supply and 
demand. 

Public concern about the effect of ECE 
services in fostering the healthy development of 
children has centered on children considered at 
risk for successful transition to school. The 
combined effects of increasing labor force 
participation of women, destabilized marital 
relations, discrimination against women in the 
labor market, and the declining real value of 
Aid to Families with Dependent Children 
(AFDC) and Food Stamp grants have 
contributed to the feminization of poverty. 
This means that an increasing percentage of the 
poor are made up of single mothers and their 
children. In 1993, about 40% of poor people 
nationwide were children under the age of 18, 
whereas children made up only 26% of the 
population as a whole; 15 million, or 22% of 
children under 18 lived in families with 



incomes below the poverty line; the poverty 
rate for African-American children living in 
single-parent families was 87% and was 46% 
for Latino children (Ibid, pp. 32,476). 

The Carnegie Corporation report. Starting 
Points: Meeting the Needs of Our Youngest 
Children, describes "the quiet crisis" in the 
lives of young children and their families 
which threatens their future and the nation's 
(Carnegie Corporation of New York, 1994). 
The report describes the deprivation suffered 
by at least 3 million children in this country 
under three years old, and the deteriorating 
quality of these young lives. It documents the 
importance of early stimulation to the 
development of children's brain structure, 
ability to learn, and moral reasoning. It 
argues, however, that the current fragmented 
ECE institutional arrangements cannot 
guarantee the quality of services necessary for 
children's healthy development. 

PROVIDING Good-Quality Child Care 

Studies show that much of the ECE care 
children receive in centers and in family child 
care does not promote their cognitive, social, 
and physical development (Whitebook, Howes 
& Phillips, 1989; Galinsky, Howes, Kontos, & 
Shinn, 1994; Clifford, Ru.ssdl, Fleming, 
Piesner, Harms, & Cxyn, 1989; Cryer, 
Clifford, & Harms, 19;?8; Kisker, Hofferth, 
Phillips, & Farguhar, 1991). Nevertheless, 
there is considerable evidence from previous 
research that good-quality ECE can make a 
difference in the developmental outcomes of 
children. It has been used successfully to 
prepare "at-risk" children for entry into school. 
Compared with children in poor-quality ECE 
programs, children from low-income families 
who attended high-quality programs have 
higher IQs during early childhood (Burchinal, 
Lee, & Ramey, 1989; Lazar, Darlington, 
Murray, Royce, & Snipper, 1982), middle 
childhood, and through adolescence (Campbell 
& Ramey, 1994), better academic outcomes 
(Campbell & Ramey, 1994; Hayes, Palmer, & 
Zaslow, 1990; Lazar et al., 1982). and become 
more productive citizens as adults (Berrueta- 
Clement, Schweinhart, Bamett, & Weikart, 
1984). Furthermore, there is evidence that 
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children from both middle-income and low- 
income families who attend good-quality 
centers have better social and intellectual 
development (Doherty, 1991). 

These studies justify assertions about the 
importance of good-quality of ECE for all 
children. However, they cannot do more than 
hint at possible long-run effects of current 
changes in child rearing patterns on our society 
as a whole. At a time when the public is 
becoming increasingly alarmed about the 
environmental hazards attendant to our way of 
life, it seems prudent to take seriously the 
potential hazards to social life of major changes 
in work and family structure. 

A new emphasis on encouraging the provision 
of good-quality care has received some 
empirical justification from recent research 
which indicates that ECE markets have met the 
increasing demand, but possibly have done so 
through the provision of lower quality services. 
There is not much evidence of excess demand 
(or inadequate supply) except in certain 
geographic locations, for infants and toddlers, 
and for families with special needs such as care 
at odd hours and sick care (Hofferth, 1991; 
Culkin, Helbum, Morris, & Watson, 1990). 
For instance, recent evidence indicates that fees 
of centers have not increased much in real 
terms since 1975. It is possible that demand is 
not outstripping supply of services (Wilier, 
Hofferth, Kisker, Divine-Hawkins, Farquhar, 
& Glantz, 1991). However, the quality of 
services may have declined somewhat in recent 
years (Whitebook, Howes, & Phillips, 1990). 
This suggests that the increased demand may 
have induced entry of low-quality providers, 
and that the stable prices hide higher prices per 
level of quality, but lower overall quality 
(Walker, 1991). Parents may be finding it 
increasingly difficult to find good-quality 
services that they can afford. 

Financing Good Quality Child Care 

The growing recognition of the need for good- 
quality ECE programs raises questions about 
their cost. Understandably, the debate is 
shifting to discussions of the relationship of 
cost of producing services and the quality of 



services. This involves learning more about 
how good-quality child care can be produced 
efficiently and about trade-offs between quality 
and cost. These discussions will require a 
clear understanding of the actual production 
cost and the quality currently available. 

In particular, it is important to imderstand how 
effectively competition works in these markets. 
Unlike most other devc'.Oycd nations, the U.S. 
has relatively open markets in the child care 
arena. There does not seem to be anj 
reasonable likelihood of creating a public 
system of child care. And yet, the 
government, through both direct outlays and 
through indirect tax incentives, plays a major 
role in these markets. Thus, it is essential that 
public policy debates recognize these 
connections and include discussion of the 
effects of alternative policies on industry 
performance. 

Current initiatives to reform the welfare system 
(AFDC) add urgency to the need to understand 
the structure and performance of child care 
markets. Initiatives to require AFDC mothers 
to enter the labor force depend on providing 
child care while the mother enrolls in training 
programs and during the transition to steady 
labor force participation and true self- 
sufficiency. Such policies should increase the 
demand for child care. However, if the 
primary goal is to increase the mothers' labor 
force participation, low-cost, low-quality child 
care alternatives might be encouraged, 
counteracting efforts to improve the quality of 
early care and education for at-risk children. 
In fact, such policies could be the cause of 
poorer outcomes for this wave of high-risk 
children. Data on the need for and cost of 
good-quality ECE services must be brought 
into the welfare reform debate in order to 
ensure that publicly funded child care programs 
do not work at cross purposes. 

Early care and education is regulated at the 
state level and is provided by a heterogeneous 
group of individuals and institutions: relatives, 
family child care providers, for-profit and 
nonprofit centers, public and private programs. 
There is considerable variation in cost and 
quality of services between and within states 
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and markets. Creating an effective, good- 
quality system for all children will require 
serious collaboration among all groups in the 
ECE community and other interested parties, 
as well as the determination to move forward 
within the industry and among various 
interested constituencies for the good of 
children and their families. Highly complex 
issues will need to be resolved. This report 
begins to provide the information which will 
aid this process of accommodation. 

Research Needs on the Cost and Quality 
OF Child Care 

Recent research has identified quality 
characteristics that are essential in early care 
and education provision (Hayes et al., 1990) 
and there is a growing child development 
literature on the quality of care (Whitebook et 
al., 1990; Phillips, 1987; Kisker, Hofferth, 
Phillips, & Farguhar, 1991). However, we 
know relatively little about the interaction 
between quality and costs of care, particularly 
with respect to differences between types of 
providers. There is some evidence that 
nonprofit centers provide higher quality care at 
higher cost as compared to centers run for 
profit (Kagan & Newton, 1989; Kagan, 1991; 
Whitebook et al., 1989; Mukerjee, Witte, & 
Hollo well, 1990). In a study of 100 centers in 
Los Angeles, Olenick (1986) found that higher 
quality programs were associated with higher 
costs of production and that higher quality was 
associated with an increasing proportion of 
total costs devoted to staff salaries and benefits 
(see also Phillips, Mekos, Scarr, McCartney, 
& Abbott-Shin, 1994). However, because 
these earlier studies did not collect complete 
financial data, they provide only gross 
indicators of the relation between cost and 
quality . 

Recent reviews of the economics literature on 
child care markets reveal that little is known 
about cost functions in the industry: the explicit 
relationship between types of inputs and costs, 
the effects of substitution between inputs on 
cost and quality, the extent of economies of 
scale (effect of size on costs and quality), how 
much additional cost is associated with better 
care, and differences in the relation of costs to 



quality at various kinds of centers (Magenheim, 
1990a; Blau, 1991). Only three studies have 
estimated empirical cost functions (Mukerjee & 
Witte, 1993; Preston, 1993; Powell & 
Cosgrove, 1992). There are no studies which 
permit analysis of the relation between the 
production of quality and amounts and qualities 
of inputs (Blau, 1991). Blau attributes this to a 
lack of suitable data. This study fills an 
important gap by creating such a data set and 
providing findings on the relation between the 
cost and quality of ECE c nter services. It 
helps explain the effects of competition on the 
delivery of early care and education services. 
Because this study will more fully account for 
the interaction between financial and program 
dimensions in diverse settings, it provides new 
insight about the performance of the industry. 



ORGANIZATION OF TfflS REPORT 

The analytic plan of this report is described at 
the end of chapter 2. Briefly, Part 1 provides 
a theoretical background for discussing report 
results and describes the study design. Part 2 
reports the descriptive comparisons of centers 
by state, profit sector, percent of subsidized 
children served, percent of infant/toddlers 
enrolled, and existence of a school-aged 
program. Comparisons within sector by 
auspice are also reported in this Part. Part 3 
reports the inferential results: estimates of 
quality-adjusted cost functions, of determinants 
of quality, and of the concurrent relationship 
between children's developmental outcomes 
and the quality of their child care setting. Part 
4 summarizes major findings and presents 
policy recommendations. 
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Chapter 2 

The Cost, Quality, 
and Outcomes Study 
Theoretical Structure 

by SUZANNE W. HELBURN, MARYL. 
CULKIN, JOHNR. MORRIS, & 
RICHARD M. CLIFFORD 



OVERVIEW 

This chapter provides the theoretical 
perspective underlying the study research. The 
first section gives insights from economic 
theory relevant to understanding the early care 
and education (ECE) industry structure and 
competitive environment. It provides the 
framework for the economics research 
accomplished in the study, and for discussing 
public policy implications of the study resuUs. 
The second section discusses the concept of 
quality ECE services and introduces a 
conceptual structure of the process of 
producing quality services and of the linkage 
between this process and children's 
development. The third section outlines the 
report analytic plan and presentation of results, 

THE CHILD CARE MARKET 

Child care markets are mixed markets of for- 
profit, private nonprofit, and public centers 
providing a differentiated set of services. 
Results of this and previous studies document 
the inadequate supply of good-quality ECE 
services; therefore, this section focuses on 
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potential sources of market inefficiencies or 
imperfections that could raise costs and/or 
lower quality. 

The Movement of ECE From Home to 
Market Provision 

Child care is a relatively young, growing, 
competitive, and dynamic industry. Although 
"day care" centers and family homes, nursery 
schools and preschools, governesses and 
nannies have all been around a long time, 
established markets providing these services 
have only been developing in the last thirty 
years as a result of the increased labor force 
participation of young mothers. There are 
differing estimates of changes in the use of 
ECE centers in the last thirty years, but all 
show consistent growth rates through 1990. 
According to the National Child Care Survey 
(1990), use of center-based care between 1965 
and 1990 expanded continually. Among 
families in which the mother worked outside 
the home, in 1990 30% of preschool aged 
children were in center-based care as their 
primary arrangement, compared to only 5% in 
1965. Coelen, Glantz, & Calore (1979) 
estimated that 900,000 three- to thirteen-year- 
old children were in centers in 1977. By 

1990, Wilier and colleagues report that four to 
five million children under the age of thirteen 
were enrolled in ECE centers (Wilier et al., 

1991, pp. 16-17). Using the Survey of Income 
and Program Participation (SIP?) data, U. S. 
Depanment of Commerce researchers estimate 
that for children under five of employed 
mothers, the percent of primary child care 
arrangements provided by organized child care 
facilities rose from 13% to 27.5% between 
1977 and 1990 (Casper, Hawkins & 
O'Connell, 1994). 

Not only is this industry growing rapidly, it 
also appears to be highly competitive. And, 
typical of a new industry, the competitive 
relations have not settled into an established 
pattern. There is continual movement in and 
out of the market by centers and, especially, by 
family providers. This instability has 
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consequences for both the suppUers of services 
and the children and families they serve. 
Centers and family child care providers face 
the prospect of low and uncertain income in 
ECE. Children face the possibility of moving 
from one provider to another, which can be 
traumatic for them and can adversely affect 
their development. 

ECE services are in the process of being 
commodified. That is, early care and education 
services are moving from home to market 
provision. Child rearing is one of many kinds 
of home or farm production of goods and 
services for one's own family which, in this 
century, has been increasingly supplanted by 
market production. Pjut of the dynamic of 
capitalist development is the tendency for 
market production to take the place of home 
production. This, in turn, involves increasing 
pressures on and opportunities for women to 
move from home to market work, from unpaid 
to paid labor. The growth of the ECE industry 
is part of the same process that has brought 
about greater female labor force participation, 
particularly among young mothers. 

Increasingly, ECE services are being bought 
and sold instead of being supplied just at home 
outside the market system. In fact, they are 
being supplied by some of the women who 
formerly would have provided them only for 
their own family. 

Market Supply 

The ECE market is a local market made up of 
a heterogeneous group of providers - from the 
children's own parent(s), to nannies in the 
child's home, to family child care providers, to 
an array of public, private nonprofit, or for- 
profit child care centers, including nationally 
organized systems of centers. In addition, 
public schools are expanding services, 
particularly for school-aged children, and for 
at-risk children in the year or two before 
normal school entry. Part- and full-day Head 
Start and state-financed preschool programs for 
at-risk children add to the diversity of 
programs and complexity of the market. 



Child care services are bought and sold in local 
markets, that is, markets where suppliers 
compete for clients within a relatively small 
geographic region like a small city or a section 
of a large city. Child care providers compete 
in local markets, because services must be 
conveniently located for parents - often 
somewhere within the commute from home to 
work. This is true despite the increasing 
importance of national systems of centers. 
These systems have centers located in many 
states throughout the United States, but each 
center in the system competes for customers in 
a relatively small radius of its own location. 

ECE as a MonopoUstically Competitive Market 

ECE markets seem to be characterized by what 
economists call monopolistic competition 
(Maggenheim, 1990b). On the one hand, they 
are highly competitive - that is, there are a lot 
of providers competing with each other within 
the local market area, and competition also 
exists between centers and alternative kinds of 
child care, for instance, family day care. They 
ai'e also competitive because, similai' to other 
local service industries like the restaurant, 
retail store, and hair salon businesses, ECE 
centers are relatively easy and inexpensive to 
open, particularly if started on a small scale. 
For instance, in Colorado, it costs from 
$400,000 to $600,000 to purchase and outfit a 
building for fifty to sixty children (based on 
information supplied by the Colorado Office of 
Resource and Referral Agencies). The start-up 
costs are much less when the center uses rented 
space and is organized to serve fewer children. 
In the case of unlicensed family child care 
providers, there may be no actual start-up 
costs, for instance in the case of unlicensed 
providers who take care of a few neighbor 
children for pay. 

On the other hand, ECE markets are 
monopolistic in the sense that each provider 
has a tiny bit of monopoly power. Despite the 
highly competitive nature of the market, > 
two providers supply exactly the same services. 
That is, there is product differentiation. ECE 
is a personal service industry, so that the 
unique personal characteristics of center staff 
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members affect the types and quality of 
services. Also, the ECE services provided arc 
complex and can vary in the number of 
different services provided, as well as in the 
emphasis on and attention given to different 
aspects of the package of services. 
Furthermore, because location is important to 
parents, the unique site of a given provider 
may be an advantage. For these and other 
reasons, each provider has a little discretion in 
setting fees, and some control in determining 
the nature of services provided. 

There are at least three imponant effects of 
monopolistically competitive market conditions. 
First, as stated above, because of the 
uniqueness of their services and customer 
loyalty, businesses have a little discretion in the 
price they can charge. However, they must by 
and large conform to the going prices because 
price competition is prevalent, and this 
competition tends to force prices down. This 
creates the second consequence: such 
businesses tend to earn a low rate of return on 
investment (even when the main investment has 
been the provider's own education). Third, 
economic theory predicts that under these 
competitive conditions there are so many 
suppliers of services that there is excess 
capacity. In child care, this would mean that 
some providers would have vacancies which 
would raise their cost per child above what it 
would be if all places were filled. While this 
might not be true of centers serving a specific 
clientele or centers with a good reputation, it 
should be the case for many centers located in 
areas where there is strong competition. The 
tiny bit of monopoly power and the low cost of 
going into business mean that there can be too 
many centers to permit all of them to operate 
continually at full capacity. This creates a 
constant competitive pressure on existing 
centers. 

Quality of Services as a Source of Product 
Differentiation 

As pointed out above, an important 
characteristic of monopolistic competition is 
product or service differentiation. For 
purposes of this study, the most important type 
of variation in ECE services is quality 
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differentiation. Traditionally, a common 
quality distinction has been made between 
"care" and "education." This distinction is 
important because of the differences implied in 
the professional training required to provide the 
services. Nurturing children in one's care, 
keeping them safe, clean, and well-fed are 
important care-giving services which may not 
necessarily require a lot of specialized training. 
However, services emphasizing education do. 
Engaging children in activities which promote 
their cognitive, social, motor, emotional, and 
moral development are educational services 
which involve careful planning and attention to 
individual children's needs. Since gooa-quality 
ECE services must create an effective learning 
environment, successful programs must always 
have an educational component. Thus, the cost 
of ECE services should be affected by the way 
care and education are combined in an ECE 
program. All providers give both care and 
education, but they differ in emphasis, in the 
degree of articulation, the quality of the two 
aspects of services and, therefore, the 
educational and experience requirements of the 
staff. 

The ECE profession has formed a consensus 
definition of quality which includes high-quality 
care integrated into a developmentally 
appropriate education program for children of 
different ages (Bredekamp, 1986). ECE 
programs can be differentiated by the level of 
quality based on the profession's definition, for 
instance, as interpreted in the Early Childhood 
Environment Rating Scale (ECERS) (Harms 
and Clifford, 1980). 

At the heart of the conflict over affordable 
versus good-quality ECE services is the extent 
to which society as a whole considers it 
appropriate to supply just "care," which is 
cheaper to produce, to parents who cannot 
afford or do not value "education" as part of 
the package of services they are purchasing. 

To repeat, the level of quality of ECE is an 
important form of product differentiation in the 
field, and good-quality care is hard to achieve. 
The chilling fact is that good-quality centers 
and family child care programs as defined by 
the ECE profession are not the norm; they are 
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not even common among programs with high 
fees. According to recent studies, most 
providers are not offering good-quality 
programs in the United States (Whitebook, 
Howes, & Phillips, 1989; Scarr, Eisenberg, & 
Deater-Deckard, 1994; Galinsky, et al., 1994). 



ECE as A Mixed, and Segmented, Market 

The ECE market is often referred to as a mixed 
industry, because the services are supplied by 
establishments with different structures of 
ownership. Centers can be private for-profit, 
private nonprofit, or public establishments. 
Fuithermore, they can be mixtures of these 
categories; for instance, for-profit center 
systems can include some centers which are 
legal nonprofit centers. Finally, self-employed 
family child care providers operate small 
businesses. Weisbrod (1988) and Salamon 
( 1 992) refer to these markets as mixed 
industries. 

Ownership structure is important because it can 
affect the objectives to be satisfied by the 
organization. Economists assume that for- 
profit establishments are organized to maximize 
profits while nonprofit establishments do not 
have to make a profit and are usually created 
for other purposes. Thus, they reason that the 
existence of different kinds of ownership 
structure organized around different objectives, 
subject to different kinds of legal and other 
constraints will necessarily affect competition 
and market performance. 

However, it is not so clear that these sectoral 
differences in objectives are very strong in the 
center child care market. In a recent study 
comparing the operating objectives and 
characteristics of for-profit and nonprofit 
centers in the Pacific Northwest, directors from 
both sectors ranked profit maximization low, 
and ranked nonfinancial objectives such as 
satisfying developmental needs of children most 
highly (Fletcher, Gordon, Nunamaker, & 
Richarz, 1994). Differences in motivation 
between the two sectors were small, suggesting 
that centers operating in both sectors are 
capable of altruistic behavior. 



Not only are ECE markets mixed, some 
economists argue that the market is segmented, 
that is, there are several submarkets, each with 
different types of producers serving different 
clientele (Kagan & Newton, 1989; Kushman, 
1979; Rose-Ackerman, 1986). They argue 
that, for instance, publicly owned centers such 
as in public schools may be designed to serve 
at-risk children in their service area or provide 
services for children in their school requiring 
before- and after-school care. Tax-exempt 
nonprofit centers tend to be designed and 
managed by persons with altruistic tendencies 
to satisfy any of a range of objectives, for 
instance, providing good-quality services, or 
affordable services to a particular clientele. 
For-profit centers serve a wide range of middle 
income families - working-class, salaried 
employees, and professionals. As they are a 
business which must earn a profit, they provide 
the services demanded by their clientele. To 
the extent that this hypothesis is true, 
competition between these sectors is reduced 
because the centers are not competing for the 
same customers. Also, the hypothesis suggests 
that there are sectoral differences in quality of 
services, which would affect consumers of care 
differentially. 

The industry is also segmented into center and 
home-based services. Many parents have the 
option of providing care themselves; thus, they 
are both potential buyers and suppliers. 
Family child care - licensed, legally exempt, or 
illegally operating - is another option which is 
preferred by some parents. Even though 
family child care represents a large fraction of 
out-of-home care, A Profile of Child Care 
Settings indicates that center care is growing 
both absolutely and relative to family child care 
(reported in Wilier, Hofferth, Kisker, Divine- 
Hawkins, Farquhar, & Glantz, 1991, pp. 43- 
45). 

Family child care options increase the 
competitive pressure on fees. Hofferth (1987) 
reports that studies have consistently shown 
center care to be more expensive than family 
child care. Lower family child care fees may 
be due to lower costs. In addition, they may 



14 



CQ&O STUDY TECHNICAL REPORT 



ERIC 



i'6 



reflect the preferences of some family care 
providers. Walker presents evidence that some 
family child care providers, particularly 
unlicensed providers, choose to supply services 
in order to be with their own children. 
Therefore, he argues that ihey may be more 
like utility maximizers (they arc more like 
consumers maximizing their own pleasure) than 
small proprietors maximizing profits (Walker, 
1991, p. 63). A recent study indicates that the 
mean number of children served per family 
child care provider is small, 3.3, and that a 
large percentage of those studied became 
providers in order to stay at home with their 
own children (49%) (Galinsky, Howes, 
Kontos, & Shinn, 1994). This can help 
explain, in part, the willingness of some family 
providers to chaige lower fees for services. 

ECE as a Regulated Market 

An extremely important aspect of the supply of 
ECE services is the regulatory environment 
existing within the local market. ECE services 
are differentially regulated at the state level. 
All Slates regulate centers, and virtually all 
states regulate family child cai"e. Centers must 
be licensed to operate, and most state licensing 
requires conforming to rules related to 
minimum square footage per child, safety 
precautions of facilities, sanitation standards, 
screening of personnel for criminal records, 
staffing ratios, group size, staff training and 
staff experience. In addition to state licensing 
regulations, counties and municipalities often 
impose requirements (Gonnley, 1990). 
Although there is no overall federal regulation 
of ECE services, programs on military bases, 
and programs like Head Start come under 
federal regulation and monitoring. Table ?,1 
in Chapter 3 summarizes major licensing 
regulations in the four states in this study. 

In addition, the frequency and thoroughness of 
monitoring of centers also varies among states 
(U.S. GAO, 1992). In many states, regulated 
ECE facilities are not inspected regularly, 
particularly in the case of family child care 
homes. In Georgia, for instance, homes are 
only inspected if there is a complaint. In 
Texas only one-fifth of licensed homes are 



inspected per year. Furthermore, in many 
states heavy caseloads make it impossible to 
perform regular and careful inspections. (U.S. 
Advisory Commission on Intergovernmental 
Relations, 1994, p. 29). In a study of 
differential licensing in Vermont, Gormley 
found improvement of performance of centers 
granted a one-year license and deterioration of 
performance of higher-quality centers granted a 
two-year license, suggesting the importance of 
frequent monitoring of centers (at least once a 
year) even for good-quality centers (Gormley, 
1994, ch.5). 

State licensing regulations increase costs and 
therefore reduce supply of regulated ECE 
services (Kagan & Newton, 1989; Rose- 
Ackerman, 19S6; Gormley, 1991). In 
addition, costly minimum standards such as 
higher staff to child ratios eliminate the 
availability of services which do not meet the 
minimum requirements, services considered to 
constitute inadequate quality by the state. They 
may well affect the mix of services available. 
For instance, there should be fewer for-profit 
centers supplying infant care in states with low 
child-staff ratios. Tbir. disadvantages parents 
who need infant care and are willing to 
purchase lower quality care. 

In addition to its presumed effect on quality, an 
advantage of licensing is the added security felt 
by parents in the knowledge that given 
standards are being maintained. Licensing, 
while adding to costs, provides more 
confidence that minimum standards are being 
met. In this sense, parents using licensed 
centers are buying not only the services but 
also this assurance. Goods and services with 
these characteristics are called trust goods by 
economists, a concept which will be discussed 
in the next section. 

MARKET DEMAND 

The very decision by mothers to move into the 
labor force is dependent on the availability of 
affordable child care services (Connelly, 1991; 
Ribar, 1992). Purchase of child care services 
permits a mother to work, but if the child care 
fees are too high, the relatively high cost of 
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care counteracts the positive effect on family 
disposable income (the income the family has 
to spend) of the mother going to work. 

The Effect of Changes in Fees on the Quantity 
Demanded 

Market demand describes the relation between 
the amount and quality of services buyers 
purchase nd fees. Studies of the market 
demand for child care indicate that the quantity 
of services purchased is very sensitive to 
changes in fees. That is, if fees drop by, say, 
10%, quantity of services purchased will 
increase by more than 10%, enough to 
compensate for the drop in price, so that total 
expenditure on child care will increase. 
Similarly, increases in fees will reduce the 
quantity of services demanded significantly. If 
fees increase in one sector of the market only, 
they could reduce the amount of services 
produced by that sector significantly (Rose- 
Ackerman, 1986; Robins and Spiegelman, 
1978). Tnis is partly because child care costs 
represent a relatively high percent of family 
income. A recent study estimated that fc 
families earning less than $1500 per month, 
child care expenses averaged 22% of family 
income, whereas families earning $4500 per 
month or more spent an average of only 5 % of 
their family income (Casper, Hawkins, & 
O'Connell, 1994, p. 23). The quantity of ECE 
services of low income families is limited by 
the percent of income used to pay for ECE 
services. If the price for child care drops, 
individual families will purchase a larger 
amount of services at the lower market price. 
In addition, some families will decide it is 
advantageous for the mother to purchase child 
care services and take a paying job. 

Demand Conditions 

Demand conditions are the influences 
determining market demand, or buyers' 
willingness to pay for services. Demand 
conditions change over time, increasing or 
decreasing the amount of services families are 
willing to buy at a particular price. Conditions 
which affect decisions about purchasing child 
care services include the parents' values, 
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preferences, knowledge, home location and 
income. 

One important demand condition is the 
importance to a family of location convenience. 
Working parents, particularly working 
mothers, must make efficient use of their time. 
Therefore, convenient location is a major 
factor in choosing a provider, and may have to 
be traded off against program quality. If a 
new center opens in a particular neighborhood 
this changes demand conditions, families 
needing ECE services may switch to the new 
center, particularly if the center fees are lower 
than those of existing centers and family child 
care providers in the neighborhood. 

Another important demand condition is parents' 
knowledge of the array of options open to 
them, and of the quality of services provided 
by different providers. This includes 
knowledge of alternative providers, of the 
differences in services offered by each 
provider, and of the characteristics of good- 
quality services. The more parents know about 
their alternatives and the qualities of good- 
quality, the better their choice. In purchasing 
child care parents ability to acquire knowledge 
is severely circumscribed because they cannot 
easily monitor the services since their child 
receives them while they are at work. 

Related to these first two demand conditions is 
a third, parents willingness or ability to acquire 
the information necessary to make a good 
choice and to monitor the quality of services 
once their child is receiving the care. Some 
parents are more able than others to spend the 
time and possibly money to search for and 
assess alternative providers. The time, money, 
effort that goes into choosing a provider are 
transactions costs. Some parents are more 
willing or able to incur such costs to find good- 
quality care. 

Parents' values and preferences represent a 
fourth set of demand conditions. In addition to 
preferences already singled out above - 
location convenience and willingness to incur 
transactions costs — there are many other 
preferences based on values about the kind of 
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child care they are desirous of purchasing. 
These include preferences related to specific 
curriculum used, religious orientation, 
environmen'?J factors such as physical 
attractiveness of the center or size, auxiliary 
services provided, extent of parent participation 
in center activities and governance, etc. With 
respect to aspects of quality, they may also 
have specific preferences. They may, for 
instance, mainly be looking for safety for their 
child rather than for a developmentally 
appropriate program. This latter set of 
preferences could partially account for the 
failure of parents to pay for good-quality ECE 
services if they think of child care programs 
mainly as safe places for their child rather than 
as learning environments. Such valuations of 
the quality ECE services will show up in the 
market prices of the services, the market value 
of services, which is only a reflection of actual 
societal values. 

All of these and other considerations about 
what to buy have to be traded off against the 
family's purchasing power. The family unit 
not only has limited income, it has many 
potential uses of its purchasing power. Thus, 
inherently, there is a tension within the family 
between the parents' need or desire to work 
and the child's needs for good-quality services. 
Indeed, empirical research has establishev that 
demand for ECE services by families is highly 
responsive to changes in income (Kushman, 
1979; Robins & Spiegelman, 1978). 

ECE Services as a "Trust " Good 

ECE is a classic example of a trujt good, a 
good or service, the quality of which is very 
important to the buyer but difficult to assess so 
that trusting the seller's honesty becomes 
important. In the case of ECE services, 
parents are concerned about their child's safety 
and general well-being, but because they do not 
consume the services directly, they normally 
cannot easily assess quality (Blau, 1991; 
Browne Miller, 1990; Cryer, 1994). Parents 
who are aware of the problem and can afford it 
may be willing to pay extra to employ a 
provider they think is reliable (Weisbrod, 
1988, pp. 7-10, 59-60, 71, 85). That is, they 



are really paying for two things, the services 
for their child and peace of mii.d. This desire 
for a trustworthy provider explains the 
importance jf licensing, volunteer 
accreditation, nonprofit status for centers, and 
name recognition. 

Market Imperfections of Failures 

A well-functioning market is one that satisfies 
consumer demand efficiently, that is, at the 
lowest possible cost. Characteristics of such a 
market include well informed buyers and 
sellers, the absence of externalities (all costs 
and benefits are captured by market 
transactions), and the absence of monopoly 
power which restricts competition. Thus, 
poorly informed consumers, externalities, and 
monopoly power are sources of market 
imperfections or market failures, the failure to 
produce what consumers want at low cost. 
Often market failures can be corrected to 
improve market operation through various 
kinds of government or philanthropic 
interventions. 

This and the next section outline the major 
potential sources of market failures in center 
child care markets. This section discusses 
demand-side imperfections. First, parents and 
other purchasers of child care may be 
inadequately informed or concerned about 
purchasing good-quality care. Thai is, the 
market demand suffers from asymmetric 
information and the agency problem. Second, 
child care provides external benefits to people 
who do not directly receive the services and 
therefore do not have to pay for them. This is 
because child care services are both a merit 
good and a collective good. Unless these 
beneficiaries do pay, their demand is not 
effective,; that is, it is not reflected in market 
demand. 

Asymmetric Information 

Efficient market operation requires both buyers 
and sellers to be well informed about the full 
range of possibilities. Knowledge of the 
market permits buyers to make informed 
choices about the quality of service they want 
to purchase. Savvy buyers require sellers to 
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provide such services efficiently. The trust 
good aspect of child care services implies that 
in this market, many parents are not adequately 
informed about the whereabouts or the quality 
of services and are aware of the problem 
(Hayes, et al., 1990). Many may not be so 
aware. In addition, most parents do not have 
the knowledge necessary or the option to 
monitor the quality of child care they purchase. 
The child, not the parents, receives the services 
and usually cannot explain exactly what is 
going on during child care. 

Thus, in the jargon of economists, ECE 
markets suffer market failure based on 
asymmetric information, a situation in which 
the buyers are less well informed about the 
quality of the services than the sellers of 
services. The potential result is that low- 
quality providers can charge fees equivalent to 
higher-quality providers. This gives them a 
financial advantage, assuming that low-quality 
services are cheaper to produce. They may be 
able to continue in business, possibly earning 
higher income or profits. In other words, in a 
market with asymmetric information, some 
providers can provide low-quality care without 
being forced to reduce prices, so that there are 
incentives for providers to lower quality. 
Conversely, there are negative incentives for 
providers to upgrade quality since doing so 
may put them at a competitive disadvantage. 

The Agency Problem 

In purchasing child care, parents act for their 
child in demanding services, so that the 
interests of the child are not directly reflected 
in the demand for services. This is a version 
of what economists call an agency problem. 
The parent or parents act as the agent for their 
child in the market exchange, just like a union 
acts as the agent for employees in negotiating a 
collective bargaining agreement. 

The principal-agent problem arose in 
economics to deal with cases of apparent 
conflict between the agent and the principal, 
the person whom the agent represents in a 
negotiation. The classic principal-agent 
problem is between the owners versus the 



managers of a large corporation. To ensure 
that the agent acts in the interests of the 
principal, the agent's interests must be in line 
with those of the person he or she is 
representing. This requires designing 
incentives for the agent that induce the agent to 
work for the interests of the principal. For 
instance, if managers of corporations receive 
some of the'r pay in stock in the company, 
they are more likely to manage in ways that 
will increase the value of the company's stock, 
which is an important goal of the stock-holder. 
The principal-agent problem when applied to 
negotiations of parents for their children is 
quite perverse. In most cases, parents have 
needs too that conflict with those of their 
children, and there is no mechanism for 
creating incentives that resolve this problem. 
However, the presence of this kind of market 
imperfection, like others, provides a rationale 
for public subsidies. If, for what ever set of 
circumstances, the parents emphasize their own 
satisfactions which are unrelated to the 
satisfaction of raising a successful and happy 
child, the de- land for quality in child care may 
be reduced. 

Indeed, the agency problem may be a serious 
one in the purchase of child care. There is 
some evidence that good-quality ECE services 
might be underconsumed because parents 
undervalue the services even when they have 
full information. Studies reported in Hayes et 
al. (1990, p. 241) indicate some lack of 
concern about quality as defined by 
professionals. Parents choose care based 
primarily on cost, location, convenience, and 
hours of operation. According to one study, 
surprisingly few parents visit more than one 
center before enrolling their child (Hayes ct 
al., 1990). 

ECE Services as a Merit Good 

ECE services are what economists call merit 
goods. Products or services are merit goods if 
they need to be supplied to individuals or 
families in larger quantities than would be 
supported by private demand, because of 
community values (Musgrave, 1989, p. 57). 
Child care is a merit good to the extent that 
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altruistic citizens, possibly the public at large, 
value the service enough to make more or 
higher quality services available to children for 
purely altruistic reasons, because the services 
are good for children. They believe in the 
value - or merit - of the service to children and 
their families and are willing to subsidize the 
care. They often support such early care and 
education as a remedy to disadvantages 
suffered by these children. In short, 
philanthropic groups or the public are willing 
to help other families. 

ECE Services as a Public or Collective Good 

ECE services are also a public or a collective 
good. This means that individuals other than 
the direct consumers of the services benefit 
from children being cared for in the child care 
market. For instance, high-quality services are 
a successful intervention for at-risk children to 
prepare them for school and to increase their 
chances of growing up to be productive citizens 
(Hayes et al., 1990). To the extent that the 
children lead more productive lives as adults, 
the expenditures on ECE reduce the public 
costs of later interventions. Furthermore, 
society as a whole benefits from the positive 
contributions made by these adults as workers, 
citizens and parents. Public policy makers 
justify programs such as Head Start partly on 
the grounds that the public as a whole will 
benefit from the program. To some degree, all 
children are at-risk so that public investment 
targeted to a broader range of children can be 
justified on the same grounds. All children 
using full-time child care encounter some 
di' location in their lives, and children from 
middle-class families that are under stress can, 
literally, be at-risk even though public 
definitions of the term do not include them. 
To the extent that good-quality ECE services 
represent a successful intervention for these 
children as well, the public will benefit. 

The difference between the concepts of "merit" 
good and collective or public good should be 
noted. In both cases, people other than the 
direct consumers benefit from provision of 
more services, and therefore must be willing to 
pay part of the cost of providing them if 



"enough" services are to be provided. In the 
case of merit goods, the indirect consumers of 
the services are motivated by fairness and 
altruism. They want more services for the 
families needing ECE. In the case of 
collective goods, the justification for 
intervention is to promote the long-run interests 
of the community as a whole, a concern for the 
collective good of society. Decisions about the 
need for more collective goods are often based 
on cost-benefit analysis, whereas decisions 
about financing merit goods depend on social 
values. 

Remedies to Market Imperfections or Market 
Failure 

The market imperfections just outlined, if they 
exist to any extent in ECE markets, indicate 
market failures: an inability of private market 
interactions to provide enough good-quality 
services. Not enough ECE services will be 
demanded by the direct consumers to satisfy 
the indirect demand for the services from 
altruists and the public since parents purchase 
what they can afford, given the information 
they have about ECE services, their 
preferences and income. However, the 
parents' preferences and decisions do not take 
into account the benefits received by the rest of 
society; sometimes they do not reflect the 
societal values about child rearing. In 
particular, the demand of low-income families 
is limited by thtir income. In order to satisfj' 
nonparental demand for ECE the demand of 
philanthropic groups and the public must 
become effective; that is, these groups must 
pay for the services they demand. If they do 
not, the market does not provide the optimum 
amount and quality of services. 

Who Should Pay for ECE Services ? 

The institutional arrangements which evolve for 
paying for child care services are an important 
factor affecting demand, particularly in a 
market where external benefits exist. To make 
demand effective, all beneficiaries of ECE 
should be helping to pay for services and this 
requires putting in place the institutions which 
make this possible. Perhaps this can be 
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illustrated by introducing another set of players 
on the demand side of the market, the 
employers of young parents who need child 
care. 

ECE services for working parents represent a 
cost of working. Traditionally, child rearing 
has been the responsibility of private families 
who bear the cost and reap most of the 
benefits. Therefore, when mothers began to 
enter the labor force en masse, they and their 
employers considered the cost of child rearing 
a private, family cost. Nevertheless, 
employers are part of the equation, because 
they have been attracted to hire female 
employees partly because of the low pay they 
command relative to males with the same 
skills, or by other advantages of hiring female 
employees (Reskin & Hartmann, 1986). The 
expense of child care, however, raises the cost 
of going to work and, therefore, figures into 
the wages women will accept (because most 
women will not work unless their wages 
compensate them adequately, given child care 
costs). This creates a pressure to raise wages 
for women which, in turn, reduces the 
incentive to hire women instead of men. Thus, 
payment of child care costs becomes a 
condition of employment and potentially a 
negotiable part of the employment contract. 

In short, hiring' mothers has created a new cost 
ot going to work. The question is, who is 
going to pay this cost? This is a decision t' at 
must get worked out gradually through 
negotiation and public debate, hi the past, 
when similar increases in the cost of going to 
work have occurred, it has often turned out 
that these costs have been partly absorbed by 
the public. For instance, in the 19th century, 
workers lived within walking distance of work 
so that there were no commuting costs. With 
urbanization, however, workers began to have 
to spend money to commute. This meant a 
higher cost of living for workers which 
eventually had to be reflected in their 
paychecks. But it also required a more highly 
developed transportation system - an expanded 
infrastructure. To a large extent, the cost was 
shifted to government so that some of the cost 
of commuting was shifted to the public. 
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Employers incurred direct costs through 
expanding parking at the work site. ECE for 
employees is an analogous cost of working, but 
deciding who should pay is made more difficult 
because not all employees have child care 
costs. Private families, employers of the 
parents, and the general public all benefit from 
child care provision and should pay part of the 
costs. However, how the actual costs are 
shared will depend on relative bargaining 
strength, each group's assessment of their own 
interests, and the gradual development of 
institutional arrangements which reflect these 
factors. 

THE Effects of Competition on Market 
Performance 

Other sources of market imperfection can come 
from the supply side due to competitive 
conditions among suppliers that can reduce 
quality or increase cost. In ECE the private 
and public demand for services creates a 
complex industry structure. The prevalence 
and importance of nonprofit centers reflect 
public and philanthropic demand for ECE 
services and a need to create trustworthy 
producers. Economists who have studied the 
industry recognize the altruistic basis of the 
nonprofit sector (Rose-Ackerman, 1986) and its 
trust good aspect (Weisbrod, 1988). Nonprofit 
tnist-type service organizations help solve 
informational problems because their managers 
do not share in profit; therefore, they lack the 
incentive to misrepresent their services. They 
also increase the availability of services, 
especially to low income families. 

As noted above, the child care center industry 
is a mixed industry which supplies a trust- 
merit-collective good; is composed of for- 
profit, public, and nonprofit providers 
(Weisbrod, 1988; Salamon, 1992); and 
competes with family child care providers and 
otlier providers of ECE services. Weisbrod 
estimates that 49% of services are produced by 
nonprofit and public agencies (ibid., p. 190); 
more recent estimates place the percentage 
nearer to 35% (Casper et al., 1994, p. 21). 

Competition in mixed industries is affected by 
the differences in ownership and aims of the 
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different producers as well as by, the 
differential effect of the legal environment and 
public policies on each sector. A major 
emphasis in this study is to identify and 
understand differences in quality and costs of 
production for for-profit and nonprofit centers. 
We have been interested in investigating the 
existence of market imperfections due to the 
way the industry is organized. The economics 
literature suggests some possibilities for market 
imperfecSiions, including conflicting arguments 
about the relative efficiency of the two sectors. 

Lower Quality in the For-profit Sector 

One hypothesis is that the for-profit sector 
tends to produce lower quality. Maggenheim's 
analysis (1990) leads to a prediction of lower 
quality services in the proprietary sector, 
because of industry competitive pressures. She 
argues that while barriers to entry are low 
relative even to other service industries, they 
have been increasing and are considered 
significant by the people contemplating starting 
up a center. She suggests that economies of 
5Cfl/e— average costs are lower for larger 
centers~and high start-up costs may exclude 
potential providers who lack access to capital 
markets. In particular, it may be harder to 
enter the industry at higher quality levels 
because of higher start-up and operating costs 
and the length of time it takes to gain name 
recognition. Barriers to entry can also permit 
existing enterprises to continue to earn profits 
even while providing relatively low quality 
services because new high-quality entrants do 
not come in quickly enough to compete profits 
away. 

Walker's explanation for lower quality in the 
for-profit sector is based on hidden action, the 
tendency to provide lower quality and lower 
cost care to customers who cannot monitor 
service provision (Walker, 1991, pp. 67-68). 
According to this argument nonprofit centers 
would not practice hidden action because they 
are not profit maximizing institutions. In fact, 
the objective of many nonprofit centers is to 
produce high quality services. 



For-profit centers may also produce lower 
quality services than found acceptable by ECE 
professionals because their decisions about 
quality must take into consideration consumer 
preferences which may not coincide with 
practices considered by professionals to be 
crucial to good-quality. For instance, centers 
may be well-appointed, attractive, conveniently 
located, offering interesting summer camp 
programs, etc., important characteristics to 
potential customers, but not essential to good 
quality as defined by professionals. 
Interestingly, compared to improved staffing, 
these characteristics may be relatively 
inexpensive. 

Inefficiencies in the Nonprofit Sector 

Economists also identify potential inefficiencies 
in nonprofit center operation. Ordinarily, 
nonprofit centers are managed by directors and 
boards who gain no pecuniary reward from 
making profits; rather, their purpose is to 
produce high quality, or to serve a particular 
population of children, etc. This implies that 
for nonprofit or publicly operated agencies 
there is no built-in incentive for directors to 
minimize the cost of operations. Thus, 
although nonprofit centers generally may 
produce higher quality than for-profit centers, 
they may not operate cost-effective enterprises 
that are sensitive to the preferences of their 
customers. James and Rose-Ackerman (1986) 
have argued that donations to and public 
funding of nonprofit organizations to increase 
supply or improve quality may result in 
shirking, that is, misuse of funds which allow a 
nonprofit organization to pay higher salaries or 
spend more on administration, or hire more 
people, etc. In a comparative study of profit 
and nonprofit ECE centers in Massachusetts, 
Mukerjee, Witte, and Hollowell (1990) found 
that subsidies to nonprofit centers may not 
lower child care costs to parents, and may 
contribute to inefficient allocation of resources. 



In another paper, Rose-Ackerman also suggests 
that the shirking theory may not apply in the 
child care market where ideological 
commitments are important motivators (Rose- 
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Ackerman, 1986). If the additional resources 
were used to produce a better quality and if 
that quality is desired either by consumers or 
by the rest of society, then management would 
not be "shirking." In fact, altruistic 
management in nonprofit child care centers 
may result in efficiency as great as in for-profit 
centers. 

Another factor in the ECE industry that affects 
cost and quality is the availability of in-kind 
subsidies to nonprofit centers. Although it may 
seem counter-intuitive, these subsidies may 
create competitive pressures which lead to 
lower quality ECE services. Nonprofits have a 
competitive advantage in providing good 
quality to the extent that they can lower parent 
fees by attracting in-kind contributions, free 
rent (in churches or publicly-owned facilities), 
charitable gifts and grants, USDA food 
subsidies, etc. Some of these types of 
revenues and support are unavailable to for- 
profit centers. Their use by nonprofit centers 
could lower their expended costs and permit 
them to charge lower fees, which for-profit 
centers must then attempt to meet. However, 
differences in costs between the two sectors 
could create competitive pressures on for-profit 
centers to reduce the quality of services 
provided, if, for instance, they reduce labor 
costs to offset higher facilities costs. 

Responsiveness to Changes in Market Demand 

Still another effect of competition is the 
difference in responsiveness of the sectors to 
increases in demand. When demand for 
services increases, for-profits should increase 
the number or size of centers, and move into 
locations where there is an excess demand. 
However, Rose-Ackerman has suggested that 
the nonprofit sector may be less responsive to 
growth, because its growth is limited by the 
availability of altruistic managers and the 
available individual, philanthropic and public 
financial support. Their growth is also affected 
by public policies to support given kinds of 
programs. To the extent that nonprofits and 
public agencies do not expand when confronted 
with excess demand, queues (waiting lists) 
form to ration low-price or high-quality slots 
(Walker, 1991, p. 73). Rose-Ackerman found 
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that the industry as a whole does respond to 
excess demand, mainly through the expansion 
of the for-profit sector (Rose-Ackerman, 
1986). She presents data to indicate that this 
sector has responded to increasing demand for 
services, and represents a growing percentage 
of the market. 

The Interaction Between Low Wages and 
Quality 

In markets such as ECE, extensive price 
competition creates continual pressure to keep 
down costs. In this industry, where labor 
inputs represent 60 to 80% of costs, pressure 
to lower co'5ts can adversely impact quality of 
services, because it means cutting labor costs 
by increasing the child-to-staff ratio or paying 
lower wages. High-quality staff, low child-to- 
staff ratios, small group size, and low staff 
turnover all contribute to good-quality services. 
However, low wages in child care, even 
compared to other female occupations with 
comparable education and training, seem to 
exist and negatively impact quality by making 
it difficult to hire and retain more qualified 
staff (Culkin et al., 1990). Not surprisingly, 
turnover is high, although recent studies have 
reached slightly different conclusions about 
how much turnover exists (Whitebook et al., 
1989; Wilier et al., 1991). 

Economists provide two explanations for low 
wages in markets like child care. The first and 
standard argument is that low wages earned by 
women in a field such as ECE represent a 
negative compensating wage differential, a 
discount women are willing to give because 
they prefer work in early care and education 
over better paying alternatives. A 
compensating wage differential refers to the 
extra pay earned by a person doing a 
dangerous or unpleasant job like radioactive 
waste clean-up or gar^'age collection. In the 
case of work which some people find 
pleasurable for its own sake, possibly in ECE, 
there is a negative compensating wage 
differential since the market wage is lower than 
normal, given the job qualifications. 

Second, low wages could be due to labor 
market discrimination against the pool of 
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women providing ECE services, for instance, 
young mothers who need to work part-time 
close to home where they can bring one or 
more of their children needing child care. This 
second explanation assumes that most ECE 
workers do not have much choice in 
employment, because of discrimination against 
these women by other employers, for instance, 
employers who will not retain new mothers 
who require time off or part-time work. 

With respect to both of these explanations, the 
wage or salary differential would not exist if 
there were not crowding of women into female 
occupations, and in ECE occupations in 
particular (Bergmann, 1974). Crowding in a 
labor market occurs when workers, such as 
women, move (crowd) into certain occupations 
where they are in demand, because of 
discrimination against them in other labor 
markets which effectively excludes them from 
higher paying jobs. They become "female," 
low-pay occupations because of the supply of 
women willing to work at these jobs. This 
permits ECE employers to benefit from 
employee preferences or discrimination in other 
labor markets. That child care work is a low- 
pay occupation, has been demonstrated again 
recently in a Census Bureau survey reporting 
that the median weekly income of child care 
workers in 1994, $158 per week, is the lowest 
of 49 occupations studied, below farm workers 
($254 per week) and janitors and cleaners 
($293 per week) (The New York Times, May 
14, 1995, Fll). 

Whatever the cause of the crowding, i.e., the 
large supply of women willing to work in 
ECE, jobs in ECE appear to be designed to tap 
workers in the low-wage labor force 
(sometimes called the secondary labor force) 
and, possibly, the employment needs of young 
mothers for part-time jobs close to home 
(Fuchs & Coleman, 1991). This labor force is 
composed of people with little work 
experience, people with few skills, groups who 
have been discriminated against in the labor 
market, people who move in and out of the 
labor force, part-time workers. They represent 
a pool of workers who will accept low paying 
jobs with little prospect for advancement. To 



the extent that some jobs in ECE are designed 
for unskilled members of this low-wage sector 
of the labor force, costs can be reduced. 
However, the willingness to hire from this pool 
of workers encourages high staff turnover. 

As a young, growing industry, the labor force 
in ECE is in the process of professionalization. 
As yet, there are not enough institutional 
barriers in place to prevent employers from 
tapping into the mainstream of new or casual 
labor market participants, a strategy employed 
to keep down labor costs in this competitive 
industry. One of the problems related to hiring 
people in the secondary labor force is their 
tendency to move from job to job as they gain 
more job experience and attachment to the 
labor market. While this turnover in personnel 
might not seriously affect the quality of 
hamburgers, it can be very damaging to quality 
in ECE. 

The argument is often made among ECE 
professionals that center staff subsidize the cost 
of care through their low wages. This is true 
for people, mainly women, who provide their 
services at less than what they are worth. This 
kind of subsidy can be calculated by estimating 
ECE workers' foregone income, earnings they 
could have earned in other jobs in the labor 
market for which they are qualified, given their 
training and experience. 

An important public policy issue is the 
effectiveness of raising wages as a strategy for 
increasing the quality of ECE services. Many 
studies have indicated that wages is the single 
most important variable related to quality of 
ECE services (Phillips, 1994; Whitebook et 
ah, 1989). Economic theory of production 
argues that higher quality services are produced 
by higher quality staff members. Standard 
labor market theory argues that workers with 
more skills receive a wage differential which 
reflects their higher productivity. Thus, to 
produce higher quality services, centers would 
have to pay more in order to attract more 
highly skilled employees. 

What, then, is the predicted effect of raising 
wages - should raising wages increase the 
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quality of services? Economists argue that 
higher quality staff increases quality, not 
higher wages per se. The immediate effect of 
raising wages would be to increase income of 
existing workers, a laudable result given the 
apparently abnormally low wages in the 
industry. The only reason that quality would 
increase would be if the wage increase 
increases mo ale and therefore productivity; for 
instance, by reducing absenteeism, or 
increasing staff effort or loyalty. 

Although one might not expect wage increases 
to increase quality in the short-run, there 
should be positive long-run effects if the higher 
wages permit centers to hire more qualified 
people with more education and experience. In 
particular, t^enters which pay considerably 
more than the goii.g rates should be able to 
cream off the most highly qualified workers. 

Summary 

It is important to emphasize six major issues 
raised in the above analysis. These all raise 
questions about the efficient provision of good- 
quality ECE services which this study 
investigates. 

First, the ECE industry has been characterized 
as operating in local monopolistically 
competitive markets. These highly competitive 
markets result in low profits, extensive price 
and product competition, and excess capacity. 
Are these characteristics of the ECE industry? 

Second, does quality differ by sector and 
auspice? Because ECE is a mixed industry 
composed of profit and nonprofit auspices as 
well as public agencies, there are several 
empirical questions raised about performance 
of the different types of suppliers. Theory tells 
us that profit-oriented centers should respond to 
the market and try to minimize costs in order 
to maximize their profits. Possible negative 
consequences of market-driven operators are 
that, guided by parental preferences, current 
values, and lack of knowledge, for-profits may 
sacrifice quality as defined by ECE 
professionals and may ignore low-income 
customers. Possible positive consequences of 
profit-oriented management are that for-profit 
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centers may react to consumer demand by 
providing innovative programs and efficient, 
cost-saving procedures. The presence of 
adequately financed national systems of centers 
may also induce innovation if these 
corporations choose to invest in training and 
development of standardized practices which 
bring about good-quality services, etc. 

The theory of the nonprofit sector argues that 
nonprofit and public agencies may be organized 
for altruistic purposes based on ideological 
commitments. When this is true they may 
emphasize producing good-quality services, 
affordable care, or services to low-income 
families. The possible negative consequence of 
nonprofit organization, however, is inadequate 
attention given to minimizing costs. Is there 
evidence that nonprofit centers provide better 
quality and are cost effective? Alternatively, 
some nonprofit centers that serve large 
numbers of subsidized low-incom,e children 
may be unable to provide good-quality care 
because of low state reimbursement rates for 
serving low-income children. These same low 
reimbursement rates may provide a disincentive 
to for-profit centers to serve these children. 

Third, does this study provide evidence of 
market segmentation into sectors serving 
children of different socio-economic status? If 
so, how does this affect the costs and quality of 
services provided to different groups of 
children? 

Fourth, how is the ECE center market affected 
by public intervention? For instance, what is 
the impact of state licensing regulations on the 
quality and cost of services provided, as well 
as their availability? Similarly, what is the 
impact of subsidies, both public and private, on 
the cost and quality of services? 

Fifth, are parents fully informed consumers? 
Much of current public policy is based on the 
assumption that parents are informed 
consumers when they select child care for their 
children. This assumption leads to the 
conclusion that parent reports of high 
satisfaction with child care permits us to 
discount concerns of ECE professionals about 
the inadequate quality of care. 
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Sixth, how do labor market operations and 
personnel policies of centers affect the cost and 
quality of child care? To what extent are 
relatively unskilled staff persons being used? 
How much evidence is there of the dependence 
of the industry on foregone wages of highly 
qualified staff members to maintain some level 
of quality of care and still contain costs? How 
do wages affect quality? 

PRODUCING QUALITY EARLY CARE 
AND EDUCATION: A CONCEPTUAL 
STRUCTURE 

This section defines what is meant by quality in 
this study and discusses how centers produce 
it. It presents a conceptual structure outlining 
the relationship between cost and quality of 
ECE services, and the development of the 
children receiving the services. This provides 
the theoretical foundation for the research. 

Defining Quality of ECE Services 

Early care and education centers provide a 
complex set of services rather than a tangible 
good. Unlike producing clothing or 
automobiles, labor services used in creating 
child care are consumed by the children in the 
process of providing them. That is, the 
services are received by the children as they 
are carried out by the center staff. This helps 
to explain the overriding importance of the 
quality of staff in ECE. Staff actions and 
interactions with the children are what the 
children experience. Even though a carefully 
planned and well equipped environment is 
important to achieve good quality, personal 
relations are overriding. 

Since a major end product is the impact on 
child development, quality of services must be 
judged by their effect on the children. In the 
case of child care, this means that good-quality 
ECE services should promote the development 
(cognitive, social, emotional, motor, moral) of 
the children they serve as well as facilitate 
work force participation by parents. 

Even though the children's development is the 
goal, it is still the case that what the center 
provides is the service, not the child outcomes. 



Center outlays pay for the services provided, 
which can be considered an intermediate good 
contributing to the final good, the children's 
development. Therefore, it is appropriate to 
judge center quality in terms of its services. It 
is also important, of course, to judge quality in 
terms of children's development as a result of 
their experience at centers, recognizing that the 
center environment is one of several 
environments affecting the children's 
development. 

In defining the quality of ECE services, three 
different kinds of quality must be considered: 
structural quality, or the quality of the 
resources used; process quality, or the quality 
of the services taken as a whole; and child 
outcomes or the effect of these services on the 
children. These three ways of looking at 
quality of services are integrally related. High- 
quality inputs to producing ECE services 
(measured by structural quality) should produce 
a high-quality overall ECE program for 
children (measured by process quality indices). 
In turn, a high-quality program should lead to 
higher levels of development for the children in 
these programs (measured by child outcomes). 

The ECE community refers to the quality of 
the inputs to production as structural quality, 
because at least some of these attributes are 
easily observed and measured, therefore 
regulatable by the state. These structural 
quality measures include the staffing ratio (in 
this study measured by the ratio of teachers to 
children present in a room), group size (the 
number of children in a given room), measures 
of teacher and director education, training and 
experience; square foot per child and other 
measures of the quality of the facility which 
houses the center. 

Process quality refers to the general 
environment and the social relations in the 
ECE center. Process quality measures the 
quality of services which are directly received 
by children and their families. The measures 
used in this study will be described in Chapter 
3 below. Briefly, high-quality ECE, as defined 
by the profession, includes a well articulated 
program of good care, developmentally 
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appropriate activities for children, nurturing 
staff members who interact with children to 
promote their emotional security and 
development, and a physical environment 
which p- "ides adequate stimulation and 
opportunities for a wide variety of activities. 
Instrumentation for measuring process quality 
has been developed and used extensively to 
study process quality (Harms & Clifford, 1980; 
Harms, Cryer & Clifford, 1989; Amett, 1989). 

Child outcomes refers to the observable levels 
of cognitive and social functioning of the 
children, as well as outcomes related to the 
children's success in school, and the potential 
long-run effects on the children's success as 
adults. (Another important set of outcomes of 
ECE services is the effects on parents - on 
their parenting skills, and their own 
productivity at work. There was no attempt in 
this study, however, to measure the effects of 
ECE services on parents.) 

Although there may be consensus among 
professionals about what constitutes center 
quality, this is not true among families and 
others who purchase care. Blau distinguishes 
between definitions of quality used by ECE 
educators and by parents (Blau, 1991, pp. 148- 
154). He illustrates the differences between 
the educator's model and the economic model 
to make an important point, namely, that 
consumer preferences are related to many ECE 
attributes, not just child development outcomes, 
such as shared values and convenience. 
Recognition of the potential differences in 
criteria used to judge ECE services between 
professionals and purchasers is implied by the 
analysis above which hypothesizes asymmetric 
information in the market, the existence of a 
principal-agent problem, and the merit and 
collective good character of ECE. In this 
study, the professional educator's definition of 
process quality is used to define center quality; 
however, a major component of the research is 
an analysis of what aspects of ECE parents 
value. 

A CONCEPTUAL Structure 

Figure 2.1 depicts relationships among the 
different measures of quality discussed above. 
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It is not meant to be the definitive model of 
center operations, but to picture the theoretical 
approach taken in this study and to aid in the 
presentation of results. 

In the conceptual structure the center is shown 
as the shaded oval; the parts or domains 
studied in this project are depicted by the 
circles inside the oval. Each circle represents 
a function of the center which either directly or 
indirectly affects the quality of center services 
and the development of children served by the 
center. The arrows show the assumed 
direction of relations and interactions among 
domains which are of most importance to this 
study. Some of the arrows depict relationships 
that were tested, some represent relations 
which tie center performance to the regulatory 
environment and their operation in local ECE 
markets. 

The circles also indicate the major categories 
of data collected. Table 2.1 lists the specific 
variables measured and instruments used to 
collect data in each domain. For instance, 
classroom structure measures include staffing 
ratios, group size, staff characteristics and 
education, teaching style, and the types of 
activities. The specific measures will be 
described in more detail in Chapter 3. 
Figure 2. 1 depicts the center as part of the 
larger community, serving families and their 
children (which are both part of the center and 
partly outside the center's influence). The 
state domain represents the geo-political and 
economic environment, historical context, and 
resources in the community. It also represents 
the regulatory environment in which the center 
operates and public subsidies to centers. The 
local labor market supplies staff and sets wages 
and salaries which the center must at least 
meet. Philanthropic agencies, corporations, 
and employers provide resources and support, 
affecting the demand for and supply of center, 
services. These agencies increase the quantity 
and quality of care demanded when they 
provide tuition; they increase quantity supplied 
and reduce cash costs when they provide in- 
kind inputs such as facilities. 

The middle circle, center structure, represents 
the structural characteristics of the center, and 

CQ&O STUDY TECHNICAL REPORT 



also the administrative function which will be 
discussed below. Table 2.1 lists the structural 
features which have been measured in this 
study: age of the center, auspice, age of 
children served, size of the center, curriculum, 
administrative leadership, personnel policy, use 
of volunteers, co name a few. Center structure 
affects all aspects of center operations. The 
center operates within a given place in the ECE 
market: it is a for-profit, nonprofit, or public 
agency; it attracts a particular clientele, it 
operates subject to given state regulations and 
subsidies. These affect demand for and supply 
of its services. 

The model shows both the market-oriented 
factors that affect cost and quality, and the 
internal production process within the center. 
The arrows from the outside institutions - state, 
labor market, philanthropy, and families - 
represent aspects of demand and supply 
conditions created by outside institutions. The 
capital facilities and finances circles represent 
the economic aspect of center operations. The 
other circles depict the process of service 
provision or production. 

Tracing the direction of arrows yields 
hypotheses about the direct and indirect 
interactions of domains in the model. For 
instance, capital facilities are regulated by the 
state, which limits the center management's 
decisions about size and quality of capital 
facilities. Thus, state regulations have an 
indirect effect on capital facilities. However, 
the actual capital facilities chosen directly 
affect both costs and classroom structure, 
which affects classroom process quality. 

The model indicates the determinants of quality 
of services, suggesting hypotheses about the 
process of providing services of a particular 
quality level. Some classroom structure 
characteristics - staffing ratios; group size; 
staff education, training, prior experience, 
tenure on the job - directly affect process 
quality. Center structure characteristics - the 
size and scope of the program, the center's 
philosophy and curriculum choices, use of 
volunteers, quality of administrations - and 
center facilities indirectly affect the quality of 



children's experience in the center. These 
hypotheses are tested in this project. 

The relation between cost and quality is shown 
through the arrow from classroom process 
quality to finances. Given the level of quality 
the center tries to achieve, it must hire a 
particular quality of staff and use particular 
staffing ratios, etc. These decisions about 
quality necessarily affect costs. This relation 
between cost and quality is a major subject of 
study in this project. 

The children circle represents children as the 
recipient of center services, and the data 
collected in the study measures their level of 
cognitive and social functioni' g. Arrows from 
the classroom process qualit' Jid the families 
circles indicate that a child's development is 
directly affected by overall center quality and 
the child's family characteristics such as family 
income, parent education, etc. Learning about 
the relative importance of center versus family 
characteristics on children's development is a 
major purpose of the longitudinal continuation 
of this study. In Chapter 14 we report resuhs 
based on the first year of data collection on 
children's cognitive and social abilities. 

Finances affect and are affected by the center's 
program and quality of services . The arrows 
into the finances circle depict sources of costs 
and of flows of revenue into the center. 
Families, the state, and philanthropic or 
corporate agencies provide the center revenues, 
based on the center fee structure. The arrow 
into the Center Structure circle indicates that 
center financial viability affects center structure 
and administrative decisions. Supply responds 
to demand. 

Parental influence enters the model through 
their purchasing power, and therefore their 
influence on center policy. Their willingness 
to purchase services is based on certain 
expectations about the quality and nature of 
services they are purchasing. Notice that 
according to this model, the family circle has 
no direct influence on classroom process, that 
is, on the quality of services. The arrow from 
the process quality circle to the family circle 
indicates that parents know something about the 
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effectiveness of the services they are buying, 
which helps inform their decision to purchase 
services. However, there are no arrows from 
family to classroom process or center structure. 
This is an over- simplification. This study 
provided only limited information about these 
connections (however, the data collected 
indicated minimal direct parent participation in 
center activities). 

The hypotheses tested in this study about cost 
and quality of ECE services are based on 
assumptions made about the time-frame of 
center decisions. This study represents a short- 
run view of ECE center decisions which 
assumes that centers have a given structure in 
place ~ a given physical space, a set of 
policies, and ways of operating. In particular, 
they provide services of a certain quality. 
Thus, the conceptual structure and our analysis 
emphasize shon-run or intermediate-run 
decisions of the center, changes which caji be 
accomplished in a year or two. 

The Center as a System 

Figure 2.1 is more than just a visualization of 
the relations between cost, quality, and child 
outcomes. It also portrays an ECE center as a 
social system which performs a set of functions 
based on its goals. It portrays the system as 
incorporating feedback mechanisms which 
permit the center staff to correct the 
functioning of the center in order to achieve its 
goals. This is an important aspect of 
businesses or agencies supplying services 
through markets. The great advantage of 
market-oriented supply is that the businesses or 
agencies are organized to react appropriately to 
changes in demand. The conceptual structure 
depicted in Figure 2. 1 features this. 

To incorporate this systems view, the center 
structure also represents the administrator's 
work with the staff and other involved 
individuals or groups to carry out the center's 
goals. This includes center responses to 
changes in outside influences in the state, in 
the labor market, in the early childhood 
education field, and in parents' and others' 
willingness to pay for, and in other ways 
support center services. It also includes the 



administrative/leadership functions at the center 
which have to do with organization of the 
center community (staff, sponsoring agency, 
and parent group) in working to achieve the 
center's program goals. Given the particular 
philosophy and goals of the center, the center 
administrator, in conjunction with the other 
appropriate persons or entities (such as the 
owner, sponsoring agency, board of trustees, 
school board, college, or corporation) operates 
the center to achieve center goals. Center 
goals caii be varied (and expressed or implicit 
within the organization) and they affect the 
center's policies related to program scope, 
degree of parent involvement, planning 
process, educational philosophy, personnel 
policies, finances, board responsibilities, 
administrative policies and procedures, and 
administrative style. 

Center auspice is of particular imponance, 
because profit-status may affect the center's 
economic objectives. As meniioned above, 
for-profit centers should attemi.'t to maximize 
profits, which means they must minimize costs. 
Nonprofit centers also face financial 
constraints, but, in contrast, are organized for 
some other purpose than maximizing profits - 
for instance, to provide low-cost care to 
children in the neighborhood or church, to 
provide good-quality care, etc. 

It is useful to think of an ECE center as a goal- 
oriented organization managed to achieve its 
goals through the effective use of information 
generated as part of its operations. ECE 
centers operate in markets which provide 
signals to suppliers about the success of their 
business or agency via their profit rates. If a 
center run for-profit satisfies its customers and 
operates efficiently (at low costs), normally this 
will show up in its profitability. Nonprofit 
centers are also organized to meet their goals 
through internal information systems which 
provide feedback about their success. 

Figure 2.1 can be used to illustrate the 
difference between the feedback loops which 
affect management decisions in a typical center 
organized around market incentives, and, for 
instance, a typical nonprofit center organized to 
provide good-quality fare. The feedback loop 
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of a nonprofit center, trying to insure good- 
quality, can be described by the loop from 
management to classroom structure to process 
quality to management, with feedback back and 
forth between management and classroom 
process, suggesting internal procedures for 
monitoring quality. For-profit centers use 
similai' monitoring. However, in addition, they 
must try to maximize profits in order to stay in 
business. These market incentives create a 
feedback loop from management to classroom 
structure to process quality to finances back to 
management, including the arrows from 
process quality to family to finances. 
Maragement, motivated by market incentives, 
reacts lO demand based on parents' willingness 
to pay. It should also maintain internal 
feedback methods to increase quality, but the 
crucial feedback comes from its customers 
through their dollars. 

A unique feature of this study is the attempt to 
measure administrative effectiveness and the 
impact of management on quality of services. 
The conceptual stpacture reflects this approach 
by providing a way to look at these internal 
feedback mechanisms. 

ANALYTIC PLAN AND PRESENTATION 
OF RESULTS 

Data were collected on the characteristics 
describing each center domain pictured as a 
circle in Figure 2.1 and listed in Table 2.1 . 
The analysis proceeds in three stages which are 
summarized in Parts 2, 3, and 4 of this report. 

Part 2, Descriptive Comparisons, reports 
resuhs for each circle in Figure 2. Chapters 4- 

5 summarize results about center structure 
variables and physical facilities, such as 
program characteristics and services provided, 
parent participation, use of volunteers, center 
administration and personnel policies. Chapter 

6 gives results of classroom structure and 
classroom process quality variables. Chapter 7 
investigates the relation between staff education 
and training and job titles to determine the 
extent to which higher job titles indicate more 
education and training. Chapter 8 summarizes 
information on center financial structure such 



as costs and subsidies, including estimates of 
the full cost of care, revenues and sources of 
revenue, profits, and fees and fee structures. 

Chapter 9 reports on results from the first year 
of data collection of children's developmental 
outcomes. Chapter 10 summarizes information 
about the families using the centers in the 
study. It describes parent characteristics as 
well as parent evaluation of center quality, and 
parent values related to ECE services. Chapter 
1 1 compares differences in performance of 
centers based on subsectors (designated as 
auspices in this study) within the for-profit and 
nonprofit sectors, and by types of public and 
other in-kind expenditures received. 

As much as possible, the same procedures are 
used in each chapter to present descriptive 
results. Means and standard deviations are 
reported for the variables within a given 
domain (circle in Figure 2.1) by state and 
within state by profit status (profit and 
nonprofit). Analysis of variance results are 
reported for each variable to identify significant 
differences in means by state, by sector, within 
state by sector, and state x sector interactions. 
Finally, given state and sector, differences in 
means were tested with respect to three 
program scope variables: percent of full-time 
equivalent (FTE) children subsidized, percent 
of FTE children who are infants, and existence 
of a school-aged program. 

Part 3 reports results which explore the 
relationships between circles in Figure 2.1. In 
particular. Chapter 12 reports estimates of cost 
functions based on standard econometric 
procedures but influenced by insights about the 
effect of quality on cost shown in Figure 2.1. 
Chapter 13 reports results from three separate 
analyses of the relation between process quality 
and its dt terminants. Chapter 14 reports on 
the relati( mship between classroom process 
quality ai'd children's cognitive and social 
levels of ('.evelopment. 

Part 4 summarizes overall resuhs by 
identifying thirteen major findings. These lead 
to public policy recommendations based on 
study results. 
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Figure 2. 1 
Conceptual Structure 
Cost, Quality, Outcomes in Early Childhood Care and Education Study 
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Table 2.1 

Domains, Components Studies, and Instructions Used 



D9m«ln 



Componentfe^ 



Instruments Used to 
Collect Data 



State 



Licensing Regulation, General Political and Telephone Contact Sheet, (all other Instruments) 
Economic Environment Funding for Child Care Director Interview 



Philanthropy, Inkind Donations, Cash Donations 

Corporations & others 



Labor Market 



Capital Facilities 



Center Costs 



Revenue 



Center Structure 



Wage Stnjcture 



Director Interview 



Director Interview, Staff Questionnaire 



Sq. Footage of Facility, Qu.-^lity of Facility Director Interview 



Variable Costs, Fixed Costs, Inkind Donations Director Interview 



Fees, Subsidies (Public & Private), 
Other Revenue, Profit 



Director Interview 



Program 

when established, hours, ages served, clientel 
(subsidied, special education) provided 
curriculum, program scope, services 

Profit Status 

Personnel Policies, Parent Involvement 
Use of Volunteers Administration 

Teaching Staff 
characteristics, turnover, tenure 

Administration 
philosophy, education/training, leadership 
committment to community training, 
irvolvement 



Director Interview 



Director Interview, 
Staff Questionnaire 

Director Interview, Director 
Administrative Questionnaire, 
Teacher's Administrative Questionnaire 



Classroom Structure Teacher education, training, experience, age Director Interview, Staff Questionnaire 



Classroom Process 
Quality 

Children 



Family 



Adult to child ratios, Group size 

Didactic/Child-Centered Teaching Style 
Content and Type of Children's Activities 

Quality Index 

Reading Achievement, Math Achievement 
Receptive Language Ability 
Self-perception of Competence 
Social Development Status 

SES, Ethnksity 



Observations of ActivKies in Preschool 
Director Questionnaire 

UCLA Eariy Childhood Observation Form 

Observations of Activities in Preschool 

ECERS, ITERS, Amett Sale of Teacher Sensitivity, 
Teacher Involvement Scale 

Woodcock-Johnson Tests of Achievement 

Peabody Picture Vocabulary Test-Revised 

Children's AttKudes and Perceptions of Competence 

Teacher Survey-Year 1 



ECERS and ITERS Paient Questionnaires, 
Outcomes Study Parent Surveys I and II 
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shows a comparison of state characteristics and 
selected licensing regulation standards that 
were in pla during the period of data 
collection. Hie states were also considered to 
be representative of differing regional and 
demographic characteristics. 

The sample of 'ECE programs included in the 
study was drawn from subregions within the 
four states. In California, centers were 
selected from Los Angeles County; Colorado's 
centers were located from Colorado Springs 
through Denver, Boulder, Fort Collins and 
Greeley; Connecticut's centers were in the 
Hartford-New Haven corridor; and North 
Carolina's centers were in the Piedmont Triad 
area between Graham/Burlington and 
Winston-Salem. All areas within the states 
were chosen to represent a diversity in 
minority population, city size, geographic 
location, and economic characteristics. 



Child Care Centers 



This chapter describes ihe design of the Cost, 
Quality and Child Development Outcomes 
Study. Information is provided on the sample 
of centers, classrooms, staff, children and 
parents as well as the data collection 
procedures and measures used for each of the 
three components. 



SAMPLE 



Cost and Quality Component 

Data were collected on a stratified random 
sample of 100 programs in each participating 
state, with approximately equal representation 
of for-profit programs and nonprofit programs. 
The sample was stratified on this variable 
because of the demonstrated importance of this 
structural feature in predicting quality 
(Keyseriing, 1972; Kagan & Glennon, 1982; 
Kagan & Newton, 1989; Kagan, 1991; 
Whitebook et al . , 1 989; ) and because of the 
differing structure of each type of 
program. 



STATES 

This study examined the relationship betv/een 
cost and quality of early childhood care and 
education programs and the developmental 
outcomes of children enrolled in the programs 
in four states: California, Colorado, 
Connecticut, and North Carolina, These states 
represented the diversity of early care and 
education programs found within the United 
States. Child care regulation in these states 
was generally representative of the spectrum of 
licensing criteria from low to high. Table 3.1 



Only programs that were listed as child care 
facilities by the state licensing agencies were 
included. The most recent licensing list was 
used in each state as the sampling pool. All 
programs in the sampling areas were 
numbered, and a table of random numbers was 
used to select each for possible inclusion. 
Because available information about programs 
on the licensing lists differed from state to 
state, researchers in the four states were 
required to vary their stratified random 
sampling procedures somewhat. In North 
Carolina, Colo'ado and Connecticut, project 
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staff were able to determine the profit status of 
all programs within the sampling area before 
programs were selected. Thus it was possible 
to draw equal numbers of for-profit and 
nonprofit programs from the sampling pool. 
Programs refusing to participate were then 
replaced by randomly selected programs from 
the same group. In California, project staff 
used informants who were aware of the Los 
Angeles child care community to make a "best 
guess" on the profit status on the licensing 
lists. Based on this information, two randomly 
selected groups of programs were created: 
for-profit and nonprofit. California staff drew 
a larger sample of for-profit programs because 
it was anticipated that there would be a higher 
refusal rate from those centers. As either 
for-profit or nonprofit programs refused to 
participate they were replaced by randomly 
selected programs from the same category. 
When the auspice of each program was verified 
it was moved, if necessary, to the correct 
auspice group. 

The total number of for-profit and nonprofit 
centers actually included in the study is shown 
in Table 3.2. Of the 200 for-profit programs, 
48 were centers from corporate systems of 
ECE. 

Only early childhood programs which served 
infants, toddlers, and/or preschoolers were 
included; no family child care homes or 
programs that served only school-aged children 
were used. Generally, developmental day care 
programs that served only children with 
disabilities were excluded, although three 
developmental day care programs were 
sampled because the nature of these programs 
was not apparent until observers visited the 
classrooms. Programs that mainstreamed 
children with disabilities were included. Since 
the researchers' interest was in programs that 
provided full-time child care and education, 
programs had to provide care for at least 30 
hours per week, and at least 1 1 months per 
year to be included. A majority of children 
had to attend the program at least 30 hours a 
week, five days a week, for the program to be 
included in the sample. Full-day Head Start 
programs were included in the pool if a 



wrap-around child care option was provided so 
that they met the criteria for fiiU-time care. 
The sample was limited to early childhood 
programs that were conducted in English, 
although some programs did serve children for 
whom English was not the primary language. 
Finally, newly opened centers were not 
sampled. Only centers which had been in 
operation long enough to have one full fiscal 
year of operating data were includeci. 

Administrators of all programs in the sampling 
areas were sent a letter briefly explaining the 
overall project and encouraging participation. 
Once a program had been randomly selected 
for possible inclusion in the study , 
administrators were telephoned and further 
information about the study was provided. 
During the telephone interaction, administrators 
were asked several questions to ensure that the 
program met all requirements for inclusion, 
including profit status, age 'f the center, ages 
and number of children sei-ved, whether the 
program provided full-time care, and whether 
it served only children with disabilities. This 
information was also used to compare 
participating and nonparticipating programs for 
response bias. If the program met all 
necessary requirements, administrators were 
asked whether they wished to participate. For 
national ECE corporate systems, initial contacts 
were made on the local level and continued at 
the regional and national levels as required. 

When the administrator gave permission for the 
center to take part in the study, an appointment 
was made for two days of visits by data 
collectors. Programs were contacted again, by 
letter or telephone, to reconfirm visits. 
Additional information was provided about 
what would be required in the visits. Informed 
consent from both the director or other 
administrator and the teachers was acquired as 
needed by each state site. No centers were 
included without the administrator's or owner's 
permission. 

The refusal rate for participation in the study 
varied from state to state. Table 3.3 shows the 
number.of centers which were eligible and 
ineligible, and of the eligible centers the 
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number which agreed and refused to participate 
in the study. Of those centers eligible for 
inclusion in the study, 44% igreed to 
participate in California, 68% agreed in 
Colorado and Connecticut, and 41% agreed in 
North Carolina. The table also sununarizes 
tests for response bias. 

For each state differences between means (or 
proportions) were compared for centers which 
participated and those which refused to 
participate using the following characteristics: 

► profit status 

► year center opened 

► legal capacity 

► current enrollment 

► whether or not center served infants 

► whether or not center served toddlers 

► whether or not center served preschool 
children 

► whether or not center served school-aged 
children 

► distribution of zip codes 

Some centers which refused to participate also 
refused to answer all or any of the questions in 
our initial phone contact. Hence, the number 
of observations for any given test shown in 
Table 3.3 does not necessarily add to the total 
number of eligible centers contacted. 

Response bias tests revealed the following: 

1. There was no statistically significant 
difference in response rates for profit and 
nonprofit centers in Colorado, Connecticui and 
North Carolina. However, in Los Angeles a 
significantly smaller percent of for-profit 
centers than nonprofit centers agreed to 
participate in the study. 

2. In Colorado, there were no significant 
differences between participating and 
nonparticipating centers. 

i. In California, a significantly larger percent 
of participating than nonparticipating centers 
served infants. Also, participating centers had 
significantly larger legal capacity and 
enrollments than did nonparticipating centers. 



4. There were no significant differences in 
any state between participation and 
nonparticipation based on age of center, 
whether or not programs served toddlers, 
preschoolers, or school-aged children. 

5. There were very few significant 
differences in participation rates by location. 
Table 3.3 shows the results of a Chi Square 
test of geographic bias by zip code for each 
state. The Chi Square measures differences 
among zip codes in percentages of the centers 
contacted that participated. There were no 
significant differences except in California (due 
to an unusually high acceptance rate in one 
district). 

Developmental Outcomes Component 

Centers were included in the sampling pool for 
the developmental outcomes component if their 
observed preschool class enrolled children who 
would be eligible to enter kindergarten in the 
fall of 1994 (i.e., children who were in their 
next-to-last year of preschool at the time of the 
costs and quality observation). Some of the 
observed preschool classrooms were not 
eligible because all the children were either too 
old (graduated into kindergarten in 1993) or 
too young (enrolled only younger children' who 
would attend kindergarten in 1995 or later). 
Table 3.4 presents data summarizing the 
participation rates for centers, children and 
parents for the outcomes phase. 

Before centers were re-contacted for this 
component of the study, they were stratified by 
quality ratings and proportion of children 
served who were receiving subsidies from the 
data gathered in the first component. 
Stratification assured inclusion of programs of 
varying quality and child composition. 
Because the sample of centers within each state 
were about evenly divided by profit/non-profit 
status, stratification by profit status was not 
necessary. Within the strata, programs and the 
order in which they were to be contacted were 
randomly selected. Within each of the four 
states, researchers were to contact centers until 
approximately 200 children had been seen. In 
actuality, most centers were eventually 
re-contacted to participate in this phase 
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because, at most centers, fewer children than 
expected were within the targeted age range. 
This procedure did assure, however, that 
programs were contacted and visited in a 
random order (e.g., the high quality centers 
were not all visited first). 

Classrooms 

All classrooms observed for the cost and 
quality components of the study were randomly 
selected to be representative of each program, 
one from the older groups (children from 30 
months or older, but not school-aged) and one 
from the younger groups (children less than 30 
months) in the program to ensure 
representation of the age range of children in 
care. If a program served only one age group 
or only had mixed age groups, then two groups 
were selected from those groups available. If a 
program had only one class, then that class was 
used. There were only 5 1 programs with only 
one class. A total of 228 infant/toddler 
classrooms and 521 preschool classrooms were 
included in the study. 



Children 

Children were selected for use in the study at 
two separate times. First, in each classroom 
observed for the cost and quality component of 
the study, two unidentified children, a girl ard 
a boy, were randomly selected by data 
collectors as target children to be observed 
during the collection of program quality data. 
The boy and girl who were present during the 
observation with birth dates closest to January 
1 were observed to assess level of play that 
took place in the classrooms. No other 
information was collected on these children. 

Second, once the cost and quality data 
collection had been completed, children were 
selected for developmental assessment as part 
of the developmental outcomes component of 
the study . Once a center and classroom 
teacher agreed to participate, consent forms 
and surveys were sent to the teacher to send 
home to parents of potentially eligible children. 
Up to 12 children could be selected from each 
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classroom, in order not to overrepresent the 
results based on any one classroom. If more 
than 12 were eligible and parents consented, 
only 12 children were randomly chosen 
(although this happened on rare occasions). 

Four criteria were applied for inclusion in the 
sample: 1) children were to be of an age to 
enter kindergarten in the fall of 1994 (about 4 
years old by the spring of 1993); 2) children 
must have been enrolled in the class that was 
observed during the previous cost and quality 
data collection phase; 3) the children were 
expected to continue attending that center the 
following year; and 4) the primary language 
spoken in the child's home was English. The 
selected age range was to yield a cohort of 
children who would enter kindergarten in the 
same year (1994). The second criteria insured 
that children had experienced the treatment of 
interest (i.e., child care program quality) at the 
time it was measured. The third criteria 
attempted to ensure continuity in child care to 
minimize changes in the independent variable 
during the second year of preschool data 
collection. Speaking English was included as a 
criteria so that differences in treatment effects 
and the child outcome measures being used 
were not confounded with differences in the 
child's primary language and to insure that 
parents could read and understand the consent 
forms and parent qaestionnaires. 

Table 3.5 presents information on the number 
of children assessed, their ethnicity and their 
mother's educational level. Expected state 
differences exist; for example, a higher 
proportion of Hispanic children were found in 
California siid Colorado than in Connecticut 
and North Carolina, and a higher proportion of 
African-American children were found in 
North Carolina than in the other states. North 
Carolina mothers tended to be the least 
educated. 



MEASURES AND PROCEDURES 

Since th's study was designed to explore three 
primary components in early childhood care 
and education programs, i.e., cost, quality, and 
children's developmental outcomes, in-depth 
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information was required to fully characterize 
each, as well as to determine the relationships 
among all three. For the cost component, the 
design of the study called for comprehensive 
financial data to be collected, as well as 
detailed information about the ECE program, 
including administrative style and management 
strategies used. For the quality component, 
data were collected on structural characteristics 
for both the overall center and individual 
classroom and process quality of the 
classroom. These data included ratios and 
group size, global measures of classroom 
quality, specific measures of adult-child 
interactions, types of children's activities, and 
teaching styla. In addition, parent assessments 
of the quality of their children's early 
childhood programs were collected as well as 
their value ratings for the aspects of care they 
evaluated. 

Data for the developmental outcomes 
component included individual child 
assessments, teacher ratings, and parent 
reports. Information was gathered from 
children about cognitive developmental status 
(verbal ability, pre-reading, and pre-math 
skills), their self-perceptions of competence, 
and attitudes about their child care 
environment. From teachers, we obtained 
ratings of the children's social skills and 
teacher-child relationship. From parents, we 
obtained demographic information about the 
children and families, 

A complete list of all instruments used in the 
Cost, Quality and Child Development 
Outcomes in Early Care and Education Study 
is shown in Table 3.6. 

DATA Collection 

Cost and Quality Component 

For the cost and quality components of the 
study, data were collected by a team of six to 
eight data collectors in each state. Generally, 
teams were composed of people with 
experience in the early ch' .hood community, 
and in Colorado, graduate .udents in 
economics, statistics and public policy, who 
also had some experience in working with 
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children, were also included. Prior to the data 
collection, all team members completed an 
intensive week-long training session held in 
Boulder, Colorado. The session provided 
training on all measures that were used in the 
study. Both direct instruction and guided 
practice in using the measures in actual early 
childhood programs were provided. In 
addition to addressing accurate use of the data 
collection instruments, topics related to 
ensuring confidentiality, cultural sensitivity, 
and appropriate observer behavior were 
emphasized. 

During training, an attempt was made to bring 
all observers to an acceptable level of 
reliability on all instruments. Upon completion 
of the training, observers were required to 
carry out one or more data collection practice 
sessions with their state site coordinators acting 
as group leaders to further ensure accurate data 
collection. 

Inter-rater reliability in the use of the cost and 
quality instruments was assessed through both 
in-state and between-state tests at about 
mid-point in the data collection process. To 
assess reliability within each state, the site 
coordinators made visits with each observer 
and percent of agreement was calculated. 
When acceptable levels of agreement 
(approximately 80 percent) were not found, 
additional instruction in the use of the 
instruments was provided. For between-state 
reliability assessment, each of the four site 
coordinators traveled to one or two other states 
and was paired with at least three randomly 
selected observers. Reliability on the various 
measures used in the collection of data is 
reported in the discussion of each instrument. 

Developmental Outcomes Component 

For the child development outcomes component 
of the study, data collection was initiated after 
the majority of cost and quality data had been 
completed. Data for the outcomes component 
were gathered by a team of three to six 
assessors in each state. The assessors were 
individuals with some early childhood 
experience, and to the extent possible, were the 
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same individuals who collected the costs and 
quality data. In cases where the same data 
collectors were used for both components, they 
did not visit classrooms for the outcomes phase 
on which they had performed the quality 
ratings in the first phase. 

Project coordinators attended a three-day 
training session on the outcomes instruments 
held in Chapel Hill, North Carolina. In 
addition to training and practice on the 
individual assessment instruments, issues of 
confidentiality, logistics in data collection, and 
appropriate behavior were discussed. The 
project coordinators were then responsible for 
selection and training of assessors at their own 
site. The site coordinator at North Carolina 
was available to answer any questions about the 
procedures or scoring of items. Following 
training and practice, assessors were observed 
in a practice session by the project coordinator 
to insure that they were following the 
standardized procedures exactly and scoring 
properly. In cases where they were not, their 
errors were explained and they continued 
practicing and were observed again until they 
carried out the procedures correctly. Once 
data collection began, the site coordinator 
observed each data collector at least once on 
their third to fifth visit to verify that the 
procedures were still being followed 
appropriately. In addition, each assessor's data 
were checked frequently throughout the dita 
collection process to be sure that proper 
administration and scoring procedures were 
being used. Training was also provided on the 
items on the parent and teacher surveys, so that 
assessors could answer any questions about 
these items by the classroom teachers. 

Finances, Volunteers, Staff and 
Program Characteristics 

Data on center costs, revenue sourcs, 
subsidies, and center stmcture were collected 
to serve two purposes-to provide a description 
of center-based early childhood care and 
education, and also to provide the data base for 
the econometric model and other statistical 
analyses. Complete financial information was 
compiled for the most recent fiscal year using a 
questionnaire that was based on an instrument 



used in the Colorado Cost and Quality pilot 
study. The instrument was tested during the 
first months of this project with input from .he 
project's advisory committee, consultants, and 
feedback from project staff in the four states. 
The final version of the questionnaire was a 
refined version of the original with new items 
of interest added. Table 3.7 shows the 
financial data collected for this study; the 
interview form is included in the Appendix. 

This questionnaire was completed as part of an 
interview with the program director or another 
appropriate administrator. The interview 
generally lasted about two to three hours, 
although more time was required for extremely 
large or complex programs or for programs 
where adequate financial records had not been 
maintained. In many cases, project staff were 
required to follow-up with telephone 
conversations to ensure accuracy or to 
complete all items. In almost all cases, the 
interview with the director preceded the 
collection of all other data for a program. 

Interviewers worked with directors to 
categorize expenses and revenues and to gather 
complete information on each site. Expenses 
were generally organized into the basic areas 
shown in Table 3.7: personnel, facilities, and 
program, including items related to salaries, 
benefits, any donated or contracted services, 
training, supplies and equipment, 
transportation, and food sen'ice. Revenue and 
support included fees, public revenue, other 
cash income as well as volunteer and donated 
support. 

In addition, the interview included questions on 
program characteristics such as: total 
attendance, enrollment and capacity of the 
center; number of infants, toddlers, 
preschoolers, and school-aged children; number 
of minority or publicly subsidized children; 
operating hours; ownership status; fee schedule 
by age of child; hours of operation; source of 
payment. Data were also collected on staff 
characteristics, staffing patterns, and benefits 
such as number of staff, education, experience, 
benefits, salaries, inservice training and 
ongoing education, and the quality of the adult 
work environment. 
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During the interview, data on standard 
structural measures of quality were collected: 
staff ratios (full-time equivalent [FTE] teachers 
or teachers and assistants per FTE child by age 
level), education, experience, seniority in the 
center of each staff member, and classroom 
space per child. Some nonstandard structural 
measures were also collected: cost or value of 
inservice training for staff members; number, 
hours volunteered, qualifications, and dollar 
value and assignments of volunteers. Data 
were also collected on some attributes of 
services that were easy to observe, such as the 
overt condition of the building in which the 
program was housed and the square footage of 
the indoor and the outdoor space used by the 
children. 

Center and Classroom Quality 

Once the interview with the director had been 
completed, two observers visited the program 
to collect data on classroom quality and to 
distribute questionnaires for teaching staff and 
parents. Neither of the observers had acted as 
the data collector during the interview with the 
director. These observer;, spent an average of 
six hours in the center during a one-day visit. 
An observer would begin data collection in one 
classroom and then periodically move to the 
other classroom for crossover observations. 
Crossover observations were used to reduce the 
effect of observer characteristics on observation 
data for each classroom. 

Global Quality of Care 

Two well-established global measures of child 
care process were used to assess process 
quality, the Early Childhood Environment 
Rating Scale (ECERS) (Harms and Clifford, 
1980) and its infant-toddler version, the Infant/ 
Toddler Environment Rating Scale (ITERS) 
(Harms, Cryer & Clifford, 1990) which have 
been widely used in child development research 
(Phillips, 1987; Howes, Phillips & Whitebook, 
1992; Culkin, Helbum, & Morris, 1990). 
These scales comprehensively assess the 
day-to-day quality of care provided for 
children. The ECERS was used for data 
collection in preschool-aged groups where the 
majority of children in the class were 30 



months or older; the ITERS was used for 
groups where the majority of children were 
under 30 months of age. 

The ECERS is a 37-item scale organized under 
seven categories: personal care routines, 
furnishings and display for children, 
language-reasoning experience, fine and gross 
motor activities, creative activities, social 
development, and adult needs. It is designed 
to be used in one room at a time for groups of 
children two through six years of age. Each of 
the 37 items is presented as a seven point scale 
with quality descriptors under one (inadequate), 
three (minimal), five (good), and seven 
(excellent). Scoring is based on observation, 
as well as answers to questions about any 
aspects of the program that were not .observed 
during the visit. 

In an inter-rater reliability study conducted in 
25 classrooms, two independent ratings were 
obtained and compared, giving a rank order 
correlation of total scale scores of .88 (Harms 
and Clifford, 1983). Comparable inter-rater 
reliabilities have since been reported in other 
studies (McCartney et al., 1984; Whitebook et 
al., 1990). A test retest reliability of .96 with 
a two-week interval between first and second 
testing resulted from a study of 31 rooms. The 
internal consistency of the scale as a whole is 
quite acceptable with Alphas ranging from .81 
to .91 in four studies (Harms & Clifford, 
1980, 1983). 

The validity of ECERS has been substantiated 
in several ways. First, ratings of all the scale 
items by seven nationally recognized experts 
resulted in 78% of the items being rated as of 
"high importance" and only one percent as 
"low importance" on a three-point scale. 
Second, a comparison of expert opinions with 
scale scores resulted in a correlation of ,74 
(Harms & Clifford, 1983). Finally, 
considerable evidence from studies 
documenting the relationship of ECERS scores 
to child outcomes measures and teacher process 
variables attests to its validity (Harms & 
Clifford, 1983; McCartney et al., 1984; 
Goelman & Pence, 1987; Whitebook et al., 
1990). 
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The ITERS is a similar instrament designed for 
center-based care for children from birth 
through 30 months of age. Reliability and 
validity data are reported extensively in 
reliability and validity reports (Harms et al., 
1990; Clifford et al., 1990). The Spearman 
correlation coefficient for inter-rater reliability 
in 30 child care center rooms was .84; test 
retest reliability after three to four weeks in 18 
rooms was .79 for the overall scale; internal 
consistency measured by Cronbach's Alpha 
was .83 for the overall scale. Three validity 
studies were also conducted with veiy good 
findings. Minor revisions were made for 
clarification on a few items following the 
reliability and validity studies. 

In most programs, one observer completed the 
ECERS in a classroom for preschoolers while a 
second observer completed an ITERS in a 
classroom for younger children. Where 
programs did not provide services to fwo age 
groups, two ECERS or two ITERS classrooms 
were observed; when only one classroom was 
present, then the appropriate instrument was 
completed. Observers generally completed the 
assessments from about 9:00 AM until about 
3:00 PM, working on the ECERS or ITERS 
while completing other instruments required by 
the study. Pearson correlation coefficients 
were calculated for ECERS and ITERS total 
scores. For this study, inter-rater reliability 
for the ECERS ranged from .83 to .98 with a 
median of .94. ITERS reliabilities ranged 
from .74 to .97 with a median of .97. 

In factor analyses of ECERS and ITERS data 
collected for this study, one overall factor of 
general early childhood quality was found for 
each instrument (ECERS and ITERS). This 
same factor was also reported for both scales 
by Scarr (Scarr, 1993). In addition, however, 
our data support two highly related ECERS 
factors (Appropriate Caregiving and 
Developmentally Appropriate Activities) which 
are very similar to those reported in the 
National Child Care Staffing Study (Whitebook 
et al., 1990). Our data also provide support 
for three highly related factors for the ITERS 
(Provisions of Furnishings and Materials, 
Interactions, and Basic Caregiving Routines). 
All factors have good internal consistency. 
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Table 3.8 shows the items contained jn each 
factor and item loadings. 

Teacher Sensitivity and Attachment 

In addition to the ECERS and ITERS, several 
instruments specifically designed to measure 
teacher involvement and teaching style were 
used. Following completion of the ECERS or 
ITERS, each data collector rated the 
ITERS/ECERS teachers they had observed 
using the Caregiver Interaction Scale (Amett, 
1989). This measure yields four scores: 
sensitivity (warm, attentive, and engaged); 
harshness (critical, threatens children, and 
punitive); detachment (low levels of 
interaction, interest, and supervision) and 
permissiveness. Scores from this instrument 
have been found to predict child care teacher's 
involvement with children and the children's 
language development and attachment security 
(Whitebook et al., 1990). 

The Caregiver Interaction Scale scale was 
found to have good inter-rater reliability and 
validity in two recent studies (Whitebook et al., 
1990; Love, 1991). In the National Child Care 
Staffing Study, the Caregiver Interaction Scale 
was found to have inter-rater reliability of .89 
across all sites (Whitebook et al., 1990). 
Whitebook reports that the Caregiver 
Interaction Scale was found to discriminate in , 
reasonable ways between centers included in 
the large scale studies. For this study, 
reliabilities for the Caregiver Interaction Scale 
were: Sensitivity median r= .95 (range= .90 to 
.98); Harshness median r= .92 (range = .89 to 
.96); Detachment median r= .93 (range= .90 
to .95); Pennissiveness median r= .92 
(range = .89 to .94). 

Child-Cei:'°rcd Emphasis 

In the preschool classes where the ECERS was 
completed, the UCLA Early Childhood 
Observation Form was also used. In prior 
work this measure differentiated between 
didactic, structured, and child-centered 
preschool programs. Children in didactic 
versus child-centered programs differed in 
social motivational development (Stipek, 
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Daniels, Galuzzo & Milbum, 1992). The 
UCLA Early Childhood Observation Form has 
five subscales. Inter-observer reliabilities for 
these subscales were: Child initiation median 
r= .92 (range= .83 to .95); Academic 
emphasis median r= .94 (range = .86 to .97); 
Discipline median r= .91 (range= .83 to .94); 
Performance pressure median r= .88 (range = 
.81 to .93); Negative evaluation median r= .95 
(range = .89 to .97). 

Teacher Involvement 

During the crossover observations, data 
collectors randomly selected two target 
children, a girl and a boy, for three focused 
observations of five minutes each. The 
Teacher Involvement Scale (Howes and 
Stewart, 1987) was used to code how teachers 
interacted with the target children during these 
focused observations. The six-point Teacher 
Involvement Scale allowed the observer to code 
the nature of a teacher's involvement with the 
child every 20 seconds whenever a teacher was 
within three feet of the target child. Scale 
points ranged from ignore, to routine (touches 
the child for routine care such as feeding or 
toileting, without any verbal interaction) to 
minimal, then simple, elaborative, and finally 
intense (engaging a child in conversation or 
actively playing with the child). 

The Teacher Involvement Scale has been found 
to predict child developmental outcomes 
(Howes & Stewart, 1987; Whitebook et al., 
1990). Specifically, it has been found to 
differentiate between children who behave as if 
they are securely or insecurely attached to their 
caregivers (Howes & Hamilton, 1992). 
Children who are securely attached to their 
caregivers are more likely to demonstrate 
social competence with peers (Howes, 
Matheson & Hamilton, 1994). The Howes 
Teacher Involvement Scale had an inter-rater 
reliability of .92 in the National Child Care 
Staffing Study (Whitebook et al., 1990). For 
this study, the median kappa = .92 (range .83 
to .96). 



Level of Children 's Play 

In conjunction with collecting data on teacher 
involvement with the Teacher Involvement 
Scale (Howes & Stewart, 1987), data on level 
of children's play were collected using the Peer 
Play Scale (Howes, 1980). The Peer Play 
Scale (Howes & Matheson, 1992) is used to 
assess the complexity of children's play with 
peers. Play with peers is coded in increasing 
levels of complexity from unoccupied behavior 
through simple exchanges to complex social 
pretend play. Test re-test reliability of the 
Peer Play Scale is .91 over four weeks and .34 
over one year. Inter-observer reliability of the 
scale in the current study was median kappa = 
.92 (range=.83 to .96). The Peer Play Scale 
can be used as an index of social co jiijetence. 
In a prior study it was foimd that children 
enrolled in lower quality child care centers 
played in less complex ways than children in 
model child care centers (Howes &. Matheson, 
1992). The two randomly selected target 
children in each classroom were observed 
during three five-minute periods while they 
were relatively free to interact with their peers. 
Children's level of social play was coded every 
20 seconds during each five-minute period. 

Stajf to Child Ratios/Group Size 

Information required to calculate staff to child 
ratios and group size was collected five times 
throughout the observation day in the sampled 
classrooms. Observers collected the required 
information during periodical crossovers into 
other classrooms. Data on numbers of children 
and staff present were collected upon arrival in 
an observed group, and then approximately 
every hour thereafter for four more 
observations. The time of each observation 
and whether it was indoors or outdoors was 
noted for each. First observations were 
generally made at about 8:00-9:00 AM while 
the last observations were made at about 
2:00-3:00 PM. 

Type of Child Activity 

In an attempt to document what children's 
typical days were like in early childhood 
programs in the four states, information about 
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the type and nature of activity in which 
preschool-aged children were involved was also 
collected when staff to child ratios were 
recorded. The Spanish instrument, 
Observations of Activities in Preschool (OAP) 
(Palacios and Lera, 1991), was translated and 
adapted for use in the United States. Using 
this instrument during the five hourly 
observations, data collectors coded various 
aspects of the activities in which one of the two 
target children took part, including the 
teacher's role in the activity, the teacher-child 
relationship, the social organization of the 
child, the type of activity in which the child 
was involved, the content area into which the 
activity could be classified, and the form of 
expression the child used during the activity. 
In addition, the arrangement of the space and 
furnishings in the classroom was coded. 

Staff Survey 

To supplement data collection about staff 
characteristics, all staff in observed classrooms 
were asked to complete staff questionnaires. 
These were generally distributed to staff during 
the morning of the classroom observation day 
and collected after all quality assessments had 
been completed. The staff questionnaire was 
used to collect information about staff 
demographics, such as marital status, race, and 
age; data related to child care as a staff benefit; 
hours worked and wages/income; child care 
experience and training; and job satisfaction. 
The questionnaire was adapted from the staff 
questionnaire used in the National Child Care 
Staffing Study (Whitebook, et al., 1990). 

Evaluation of Center Administration 

Data on the quality of leadership at each center 
was collected through two versions of an 
Administrative Questionnaire (Culkin, 1993a; 
Culkin, 1993b). One version was completed 
by the program's director and one by lead 
teachers in the observed classrooms. The 
director was asked to complete the 
Administrative Questionnaire at the end of the 
Director Interview. The teacher versions of 
the Administrative Questionnaires were 
generally collected after the classroom 
observations had been completed. 
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The instrument was designed to gather data 
about the administrator's effectiveness in 
performing administrative duties. Both 
instruments included eleven similar content 
questions about the work of the administrator 
viewed from her/his own perspective or from 
that of the teachers in the observed classrooms. 
The director's version of the Administrative 
Questionnaire included additional questions 
about the administrator's professional and 
educational background. The two 
questioimaires were based on a qualitative 
study that isolated variables describing the 
work of ECE administrator/leaders (Culkin, 
1994). These variables were then used in the 
development of the eleven content questions. 
The content questions reflected nine domains of 
the administrator's work. While organizational 
structures may vary, most directors have 
responsibilities in these domains. The domains 
are: 

1 . Acting as leader; 

2. Acting as follower; 

3. Communicating with staff and children, 
families, and community; 

4. Gathering resources, including financial 
and other resources; 

5. Teaching, learning, explaining; 

6. Modeling appropriate practice in early care 
and education; 

7. Managing the domains of administration, 
policy, and service; 

8. Managing quality process; and 

9. Carrying the mission forward/renewing. 

The same eleven question topics about the 
work of the administrator were used in both 
questionnaires. In the teacher's version of the 
instrument, teachers rated their administrator; 
and in the administrator's version, the 
administrators rated themselves. 

Reliabilities for the two versions of the 
instrument were calculated using Cronbach's 
Alpha. For the teacher's measure the Alpha 
score for raw variables was .72 and on 
standardized variables .73. For the director's 
version, the Alpha score was .53 for raw 
variables and .54 for standardized variables. 

A factor analysis of the data from the 733 
Teacher Administrative Questioimaires was 
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completed. A four-factor solution indicated 
that the administrator's work can be thought of 
as reflecting four constructs or factors. The 
first factor, Early Childhood Program, reflects 
the administrator's work with the children and 
teachers pertaining to basic organization, 
communication within the center, curriculum, 
and the distribution of resources. This factor 
appeared to reflect what is generally thought of 
as the administrator's most significant job, that 
is, to work with the educational program and 
the teachers. The second factor. Work With 
Community, included questions related to the 
administrator's work with the community 
outside the program. The third. Work With 
Families, pertained to the administrator's work 
with families at the time of enrollment and 
during their child's enrollment in the program. 
The fourth factor. Financial Management, 
stood alone as a single item, perhaps reflecting 
its perceived or actual unrelatedness to the 
other more programmatic factors. This 
analysis suggests that there is more than just 
one administrative dimension to the work of 
the childcare administrator. 

VALUES AND EVALUATIONS 

A parent questionnaire was developed and used 
to collect information on how parents valued 
aspects of child care which are associated by 
professionals with child care quality and also to 
determine parents' assessment of the quality of 
their children's classrooms (Cryer, 1994). 
These were distributed by the teachers in the 
observed classrooms and parents either 
returned them to the teachers in sealed 
envelopes or applied postage and dropped the 
self-addressed envelope into a mailbox. The 
teachers mailed all returned questionnaires to 
the project office in Denver. Parents' 
participation in the study was voluntary, based 
on whether they chose to return questionnaires. 

Those parents with children in classes where 
the majority of children were of preschool age 
(30 months or older) were asked to complete 
the Early Childhood Environment Rating Scale 
Parent Questionnaire (ECERSPQ), derived 
directly from items on the ECERS. Parents 
with children in rooms where the majority of 
children were less than 30 months of age were 



asked to complete the Infant/Toddler 
Environment Rating Scale Parent Questionnaire 
(ITERSPQ), derived directly from items on the 
ITERS. For both questionnaires, the ECERS 
and ITERS item content was extracted and 
presented in a simplified form at a lower 
reading level. The questionnaire for parents of 
preschool-aged children consisted of 48 
classroom-related items and 16 demographic 
items. The questionnaire for parents of 
infants/toddlers consisted of 45 
classroom-related items and the same 16 
demographic items. For California, a Spanish 
translation of the instrument was distributed to 
parents who used Spanish as a primary 
language. 

To measure parental values for aspects of child 
care, parents were asked to indicate the 
importance of each item on the questionnaire, 
using a three-point scale, with one indicating 
not important and three, very important. To 
collect data on how parents judge the care their 
children receive, they were asked to indicate 
the quality of their child's classroom on each 
item, using a seven-point scale, with one 
indicating not well and seven, very well. 
Parents were also able to choose don't know, 
represented by zero, in their ratings of 
classroom quality. 

A limited field test to examine the relationship 
between the parent questionnaires and the 
original rating scales was completed. When 
pairs of data collectors, who had been trained 
in the use of the ECERS and ITERS, observed 
in the same classroom it was found that the 
scores from tlae original instruments were 
highly correlated with the scores from the 
respective parent questionnaire versions. Total 
ECERS and ECERSPQ instruments had a 
Pearson Correlation Coefficient of .81; ITERS 
and ITERSPQ, .96. The versions of the 
ECERS and ECERSPQ that excluded the Adult 
Needs sections and Exceptional children items 
had a Pearson Correlation Coefficient of .79; 
ITERS and ITERSPQ, .95. There were no 
significant differences when total ECERS 
scores were compared with ECERSPQ [i(lO) = 
1.32 E= -22] scores nor were significant 
differences found when total ITERS and 
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ITERSPQ scores [t(6)= -2.40 e= -053] were 
compared. 

Child Development Data 

Data for the developmental outcomes 
component included individual child 
assessments, teacher ratings, and parent 
surveys. These data were collected after the 
cost and quality data were gathered, primarily 
in the summer of 1993. Consent forms and 
parent surveys were sent home with the child 
and returned to the teacher. Parents were 
given envelopes to seal the completed surveys 
in before returning them. Once consent forms 
were returned and children were determined to 
be eligible for the study, a visit was set up with 
the child care center. 

Each child was seen individually at the child 
care center for about 30 minutes to administer 
the assessment instruments. After children 
were assessed, they were each given a book to 
bring home as thanks for their participation in 
the study. Once the assessments were 
completed in a classroom, rating scales were 
left with the teacher. Stamped, self-addressed 
envelopes allowed teachers to return the forms 
to the investigators. Once the qu' '*ionnaires 
were received by the investigators, teachers 
were paid $5.00 per child for the forms they 
completed in appreciation of their time. 

Verbal Ability 

As part of the individual assessments, the 
Peabody Picture Vocabulary Test-Revised, 
PPVT-R, (Dunn & Dunn, 1981) provided a 
measure of receptive language comprehension. 
This mstrument is designed for use from age 
2-1/2 to adulthood, and the format is 
appropriate for young preschool age children, 
requiring them to point to the picture that 
matches the word spoken by the examiner. 
PPVT-R raw scores are converted into standard 
scores based on age with a mean of 100 and a 
standard deviation of 15, derived from a 
national standardization sample. 
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Pre-Acadendc Skills 

The reading and math subscales of the 
Woodcock-Johnson Tests of Achievement, 
WJ-R, (Woodcock & Johnson, 1989, 1990) 
were used to measure children's achievement 
in these domains. The two tests used on the 
reading subscale were letter-word identification 
and passage comprehension, and the two tests 
used on the math subscale were calculation and 
applied problems. These tests are designed to 
be used with 2-year-olds to adults. Raw scores 
were converted into standard scores based on 
age with a mean of 100 and a standard 
deviation of 15, based on a national 
standardization sample. At young ages, the 
chosen subtests (reading and math) are 
measures of pre-reading, pre-literacy and 
numeracy skills. 

Self-Perceptions and Attitudes 

For the third assessment measure, children's 
self-perceptions were obtained by administering 
a revised version of The Attitudes/Perceptions 
of Competence (Stipek, 1993). For this 
measure, children chose one face from five, 
ranging from negative to positive expressions, 
that best described their thoughts or feelings 
about particular situations. This instrument 
measures four domains: children's perceptions 
of competence, concerns about preschool, 
feelings about their teacher, and attitudes 
toward school. Eight of the original 16 
questions were used, including two questions 
from each domain. In pilot testing the full 
instrument was determined to be too long for 
children in this age range. 

Social Development 

The teachers were asked to rate the children's 
behavior using the Classroom Behavior 
Inventory (CBI; Schaefer, Edgerton, & 
Aaronson, 1978). This instrument measures 
teacher perceptions of children's verbal 
intelligence, curiosity and creativity, and social 
adjustment, across 10 scales. Forty-two items 
are rated for how typical they are of the child, 
using a 5-point scale (not at all, very little, 
somewhat, much, and very much like). 
Internal consistency reliabilities for the CBI are 
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good (.83 - .96) and 4-month test-retest 
correlations range from .63 - .89 for the 10 
scales. 

For purposes of analysis, the 10 CBI scale 
scores were factor analyzed, resulting in three 
factors tl.at accounted for 76% of the variance. 
These factors replicated other factor analyses 
of the CBI, yielding a positive behavior factor, 
a sociability /extroversion factor, and a problem 
behavior-acting out factor. The positive 
behavior factor consisted of the Creativity, 
Independence, Task Orientation, and Verbal 
Intelligence scales loading positively, and the 
Dependence and Distractibility Scales loading 
negatively. The sociability factor included the 
Extroversion scale loading positively and the 
Introversion Scale loading negatively. The 
problem behavior factor consisted of the 
Distractibility, Hostility, and Consideration 
Scales, with Consideration loading negatively 
on the factor. 



Demographic information was obtained from 
the parents of participating children. In 
addition to demographic information on each 
child in the study (name, race, gender, birth 
date), information about parental education and 
plans for the child's preschool attendance the 
following year was also gathered. The birth 
date and preschool attendance information were 
used for determining the child's eligibility for 
the study (i.e., entering kindergarten in 1994 
and planning to attend the same child care 
center the following year). 



Teacher-Child Relationship 



Second, teachers completed the 
Student-Teacher Relationship Scale (STRS; 
Pianta, 1992; Pianta & Steinberg, 1992) for 
each child. This instrument contains a series 
of questions rated on a 5-point scale, which 
yield a measure of the teacher's impression of 
the teacher-child relationship on five subscales. 
The scores on this measure are moderately 
correlated with measures of teachers' ratings of 
children's classroom behavior, with the 
relationships with children who were ultimately 
not promoted to the next age-group in school 
rated as more conflicted and less open than 
relationships with non-retained children. 

The five subscale scores from this instrument 
were factor analyzed, and two summary factors 
were determined for analysis purposes, 
accounting for 65% of the variance. These 
factors represented global positive and negative 
teacher-child rcu'ionships as reported by the 
teacher. The positive factor included the Open 
Communication and Warmth subscales. The 
negative factor involved the Anger, 
Dependency, and Troubled Feeling subcales. 



Parent Information 
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Chapter 3 Appendix 



Tables 



Table 3.1 Comparisons of State Regulations 

Table 3.2 Frpquency Distribution of Early Childhood Programs Included in Sample by Profit 

Status 

Table 3.3 Respwnse Rates and Tests of Respwnse Bias by State and Sector 

Table 3.4 Participation Rates for Child Outcomes Assessment: Centers, Parent, and Children, 

and Teachers 

Table 3.5 Description of Child Outcomes Sample 

Table 3.6 Data Collection histrmnents Used for Cost, Quality and Child Development : 

Outcomes in Early Childhood Care and Education Study 

Table j.7 Financial Data Collected for the Cost Component of the Study 

Table 3.8 ECERS and ITERS Factors 




Table 3,1 



Comparisons of State Regulations 





CA 


CO 


CT 


NC 


SIZE 










Stale Population (1932) 
Percent of National Population 
State Population In Rank 
City Population (1991) 


30.9 mil. 
12.10% 
1 

9.0 mil. 


3.5 mil. 
1.36% 

26 
2.4 mil. 


3.3 mil. 
1.29% 

27 
1.1 mil. 


ti.8 mil. 
2.68% 

10 
1.3 mil. 


PERSONAL INCOME (1992) 










Per Capita 

National Rank 

Percent of National Averaoe 


$21 ,278 
10 
107% 


$20,124 
17 
101% 


$26,979 
1 

136% 


$17,667 
33 
89% 


STATE LICENSING STANDARDS: 










Minimum Adult-to-Child Ratio (1) 
for Infants 
for 3 year olds 
for 4 year olds 
fof 5 year olds 


1:4 

■1 •iO 
1.1^ 

1:12 


1:5 

1 .lU 

1:12 

• 1.13 


1:4 

inn 

l.iU 

1:10 

l.lU 


1:6 

1.13 

1:20 
1 .zo 


Group Size 
age 1 
age 3 


not regulated 
not regulated 


10 

not regulated 


8 

20 


14 
25 


Space 

(inside sq fl/child In centers) 

Infants 

toddlers 

others 


35 
35 
35 


50 
45 

30 


35 
35 
35 


25 
25 
25 


MINIMUM TEACHER ECE TRAINING 










Director 


12 credits ECE 
cisssos & 3 crod., 
suJmin; Center 
pornnit if subsidized 


24 credits 

CwC Classes, Z4 

months experience 


1 year supervised 
exper. a uuM cen. ^or 
credits ECE or child 
devetopment, or 1 addtl 
year experience) 


2 yr ECE experience; 


Teacher (group leader) 


12 credits ECE 
classes 


12 credit hours ECE, & 
9 nnonths experience; 
or 3 yrs. experience. 


Teacher: High school or 
equivalent & ability to work 
under supervision 


no preseivice 
requirements. (1 0 hours 
orientation, 20 clock 
hrs/yr inservices 
training (2)) 


Assistant (aide) 


none 


none 


High School or equivalent 


ncno 


CRIMINAL RECORD CHECK 


yes 


yes 


yes 


no 


CHILD ABUSE CHECK 


yes 


yes 


yes 


yes 


PARENT VISITATION RIGHTS 


yes 


yet 


yes 


no 


MONITORING OF CENTERS 


1 unannounced visit 
per year 


1 unannounced visit/ 

2 years: unannounced 
Investigation of complaintt 


1 unannounced visit/ 

2 years; unannounced 
Investigation of complaints 


1 announced visit/year; 
unannounced investigation 
of connplalnts 



1 : These age groupings were chosen for purposes of comparison because these ratios are reported in ail 4 states. 



Z: Not required If tiMcher or assistant has four year college degree. 

Sourc«t: Colorado Licensing regulatkms 1990 

Who Cares for America's Children, 1990 
^4of1h Carolina lk:ens« regulations, 1991 
Connecficut Licensing Regulations, 1991 
Updated by TalephofM 
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Table 3.2 

Frequency Distribution of Early Childhood Programs 
Included in Sample by Profit Status 



state 


Nonprofit 


For-Profit 


Total 




N 


N 


N 


CA 


52 


48 


100 


CO 


50 


50 


100 


CT 


49 


52 


101 


' NC 


50 


50 


100 


Total 


201 


200 


401 
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Table 3.3 



Response Rates and Tests of Response Bias by State and Sector 







UA 


cu 


1^1 




CENTER CONTACTS AND RESPONSES 












Nurnber of Yss Contact Sheets 




SM 


lUO 


at 




Number of No Contact Sheets 




119 


4a 


45 


145 


NunfiDef 01 ineiiQiuie oontact oneets 




88 


bo 


4d 


Jb 


Percent of Centers Which Agreed 




44% 


68% 


68% 


41% 


SECTOR RESPONSE RATE 


N 


211 


141 


142 


194 




t-stat 


3.22** 


0.2 


0.91 


1.73 


Non Profit 


% 


58% 


71% 


65% 


59% 


For-profit 


% 


36% 


70% 


72% 


47% 


GEOGRAPHIC BIAS: 




21.7* 


9.14 


7.73 


12.26 




Df 


10 


9 


5 


15 


YEAR CENTER BEGAN 


N 


212 


136 


N/A 


188 




t-stat 


0.33 


0.36 


N/A 


0.09 


Participating Centers 


Mean 


1977.1 


1982.9 


N/A 


1980.7 


Refused 


Mean 


1977.6 


1983.4 


N/A 


1980.5 




M 
IN 








1R7 




t.ctat 


o.oo 




n Q4 




Participating Centers 


Mean 


88 


89 


56 


98 


Refused 


Mean 


64 


101 


51 


83 


rilRR^NT ENROI 1 MENT 




208 


136 


N/A 


189 




t-stat 


3.86** 


0.48 


N/A 


1.91 


Participating Centers 


Mean 


79 


90 


N/A 


82 


Refused 


Mean 


53 


81 


N/A 


67 


DOES CENTER SERVE INFANTS? 


N 


212 


140 


139 


193 




t-stat 


2.41 ** 


1.71 


1.62 


0.426 


Particinatina Centpr^ 


% 


25% 


29% 


48% 


74% 


Refused 


% 


13% 


16% 


33% 


71% 


DOES CENTER SERVE TODDLERS? 














t-stat 


0.06 


1.01 


1.55 


0.63 


Participating Centers 


% 


47% 


70% 


65% 


84% 


Refused 


ft/ 


47% 


62% 


51% 


87% 


DOES CENTER SERVE PRESCHOOLERS 














t-stat 


1.24 


0.54 


0.98 


1.17 


Participating Centers 


% 


96% 


97% 


98% 


98% 


Refused 


% 


99% 


100% 


100% 


100% 


DOES CENTER SERVE SCHOOL-AGED 












CHILDREN? 


t-stat 


0.84 


0.43 


0.518 


0.99 


Participating Centers 


% 


98% 


89% 


45% 


72% 


Refused 


% 


59% 


86% 


40% 


66% 



* significant at the 5% level 
*' significant at the 1 % level 

Percentages vary slightly because of missing and zero values 



Table 3.4 

Participation Rates for Child Outcomes Assessment: Centers, 
Parent, and Children, and Teachers 











MP 




CENTERS 












No. Centers Agreed to 
Participate in Follow-up 


43 


50 


44 


44 


181 


Percent Profit 

Pprrpnt Wnn-nrnfit 

Percent Centers with > 50% 

OULlOlUliLCL] * tl IIILII CI 1 


34 

BR 
7% 


50 
29% 


58 
21% 


42 

19% 


46 

19% 


PARENTS AND CHILDREN 












by Researchers 




£H 1 






9R1 

90 1 


Wr» f^.hilHrpn Aq^p^cpH 


218 








826 


No. Parent Surveys Returned 


217 


203 


191 


196 


807 


Parent Survey Return Rate 


99% 


99% 


94% 


98% 


98% 


TEACHERS 












No. Teacher Questionaires 
Returned 


218 


201 


198 


178 


795 


Teacher Questionaire 
Return Rate 


100% 


98% 


97% 


39% 


96% 



Table 3.5 



Description of Child Outcomes Sample 





CA 


CO 


CT 


NC 


TOTAL 


NO. CHILDREN ASSESSED 


218 


205 


204 


199 


826 


CENTER ATTENDANCE BY AUSPICE: 












Pnr-nrnfit 






56.7% 


35.9% 


44.8% 


Non-profit 


64.2% 


48.8% 


43.3% 


64.1% 


55.2% 


CHILD GENDER: 












Girls 


47.2% 


50.7% 


42.9% 


• 52.3% 


48.3% 


Boys 


52.8% 


49.3% 


57.1% 


47.7% 


51.7% 


CHILD ETHNICITY: 












White 


54.9% 


73.8% 


78.7% 


65.6% 


67.9% 


Black 


11.7% 


3.5% 


1 3.3% 


33.3% 


1 5.3% 


Hispanic 


4.7% 


13.9% 


3.2% 


0% 


5.5% 


/^oidi 1 


1 9 9% 


1 «i% 
1 .o /o 


0.5% 




3.8% 


other 


16.4% 


7.4% 


4.3% 


1.0% 


7.5% 


MOTHER'S EDUCATIONAL LEVEL: 












Less Than High School 


0.9% 


5% 


1 .6% 


4.7% 


2.4% 


High School Degree 


9.4% 


14.2% 


19.6% 


24.4% 


16.7% 


Some College 


45.3% 


43.2% 


39.7% 


46.6% 


43.8% 


Less Than Bachelor's 


55.6% 


59.9% 


60.9% 


75.7% 


62.9% 


Bachelor's Degree 


18.9% 


20.8% 


17.9% 


14.5% 


18.1% 


Some Graduate School 


10.9% 


9.1% 


9.2% 


3.6% 


8.3% 


Master's Degree 


11.8% 


7.1% 


10.3% 


4.2% 


8.4% 


Doctoral Degree 


2.8% 


3.1% 


1.6% 


2.1% 


2.4% 


1 Bachelor's or Above 


44.4% 


40.1% 


33.0% 


24.4% 


37.2% 



r - 
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Table 3.6 



Data Collection Instruments Used for Cost, Quality and Child 
Deveiopment Outcomes in Early Cliildhood Care and Education Study 



1 . Telephone Contact Sheet: Used to collect data on all programs contacted, whether or not they consented to take part in the study. Data 
used to insure representative nature of population Included in study. 

2. Director's Interview with Optional Worksheets. Used to collect information from Program Administrator about structural aspects of the 
program as well as detailed finandal information. (Cost Component) 

3. Director's Administrative Questionnaire. Used to assess the director's perception of own administrative style and characteristics. (Cost 
Component) 

4. Teacher's Administrative Questionnaire. Used to assess tha teacher's perception of director's administrative style and characteristics. 
Distributed to lead teachers in classrooms observed. (Cost Component) 

5. Staff Questionnaire. Used to collect information about staff demographics, such as training, experience, wages, etc. Distributed to all staff 
working in observed classrooms. (Cost Component) 

6. Early Childhood Environment Rating Scale (ECEKS, Harms and Clifford, 1930). Used to assess global process quality In all observed 
classrooms where majority of children were two and one half years of age or older. (Quality Component) 

7. Infant/Toddler Environment Rating Scale (ITERS, Harms, Cryer & Clifford. 1990). Used to assess global process quality in all observed 
classrooms where majority of children were less '.han two and one half years of age. (Quality Component) 

3. Caregiver Interaction Scale (Arnett, 1939). Used i., all observed rooms to assess characteristics of teacher-child Interactions. (Quality 
Component) 

9. UCLA Early Childhood Observation Form (Stlpek, Daniels, Galuzzo & Mllburn, 1992). Used to assess degree of chlld-centeredness In all 
observed classrooms where majority of children were two and one half years of age or older. (Quality Component) 

10. Observations of Activities in Preschool (Palacios and Lera, 1991). Used to collect ratios and group size information in all groups observed. 
The comp!<!te instrument was used to assess the character of the day for children in all observed rooms where majority of children were two 
and one half >'ears of age or older. 

11 . Teacher Involvement Scale (Howes and Stewart, 1987). Used in all observed rooms to assess nature and intensity of adult interactions with 
children. (Quality Component) 

12. Peer Play Scale (IHowos, 1980). Used in all observed rooms to assess level of child social play. Three observations of five minutes each 
were completed in each observed room on one boy and one girl whose birth dates were closest to January 1 . (Quality Component) 

13. ECERS Parent Questionnaire. Used to collect information on parental values tor ECERS requirements and perceptions of how well their 
child's class met the requirements. Distributed In all observed classrooms wtiere majority of children were tv\'0 and one half yeais of age or 
older. (Quality Component) 

14. ITERS Parent Questionnaire. Used to collect information on parental values for ITERS requirements and perceptions of how well their child's 
class met the requirements. Distributed In all observed classrooms where majority of children were less than two and one half years of age. 
(Quality Component) 

15. Peabody Picture Vocabulary Test-Revised, Form L (Dunn & Dunn, 1931). Used to collect data on child language ability. (Child Development 
Outcomes Component) 

16. Woodcock-Johnson Tests of Achievement-Revised, Form A, (Woodcock & Johnson, 1939, 1990). Used to measure pre-reading and 
pre-math skills. (Child Development Outcomes Component) 

17. Attitudes/Perceptions of Competence (Stlpek, 1993). Used to collect Information about children's self-perceptions of competence and 
attitudes toward child care. (Child Development Outcomes Component) 

18. Teacher Survey. Used to collect information on children's social skills from the Child Behavior Inventory (CBI; Schaefer & Edgerton, 1976) 
and the Student-Teacher Relationship Scale (STRS; Pianta, 1992, Pianta S Steinberg, 1992). (Child Development Outcomes Component) 

19. Parent Survey. Used to collect basic demographic information at)out participating children and their families. (Child Development 
Outcomes Component) 



Note Other forms used by sites, such as informed consent forms, are not included as part of this list 

5(, 



PEST COPY AVAILABLE 



Table 3.7 

Financial Data Collected for the Cost Component of the Study 



COSTS AND INKIND SUBSIDIES 


REVENUE AND CASH SUBSIDIES 


Labor cost 


Facility cost 


Program cost 


Fees 


SalBfies 


Cash costs 


SuppHSs/matenals 


Parent fees 


Director 


Rent/mortgage 


Office supplies 


Public fees 


Assistant Director 


Taxes 


Program supplies 




Secretary 


Gas and electric 




Other public revenue 


Teachers (individual) 


Telephone 


Equipment 




Assistant Teachers (individual] 


Water and sewer 


Lease 


State funds/grants 


oUusiiiuies (loiai) 


1 rasn 


Purchase 


Municipal, county 


Bookkeeper 


Lawn and snow 


Repair 


USDA Food Program 


Specialist (individuai) 


Janitor 


Depreciation 


Federal grants 


Social worker 


^lA^t^ Inn ^1 mnl 1 Ac 

wicdning ouppiicb 




Other federal funds 


Nurse, etc. 


Maintenance 


I ranspofiauon 




uiner 




ventcie purcnas? or rcase 


Other contributions 






Prog, mileage cost 




Total fringe benefits/payroll tax 


Donated building services 


Admin, milpage cost 


Fund raising events 


rICA/r tKA 


Building space 




wllllcu vvdy 


u 1 iciiipiuyificiu Jiiouiailut; 


lYldliHcl IdilUc ociviuco 


Ola// LrfrwYvlufJiflaiH 


Foundations 


worKers L/omp. 


Utilities 




Organization 


ncdiin/uci Udi iii&uiaiiuc 




\JVOfficaU (U LfCri/ifd/ U/J/Ce 


support (e.g., church) 


Life insurance 


Food Sen/ice Cost 




Individual gifts 


Disability insurance 




Donated supplies and equipment 




Other 


Cash costs 




Miscellaneous 




Food purchased 






Contraci^d services 


Food service vrages 




Interest income 


Accounting 


Food service supplies 




Property income 


Legal 


Other 




Other 


Work Study 








Other 


Donated food 






Donated sen/ices 


Insurance 






Program volunteers 








Administrative services 


Cash costs 






Professional services 


Donated insurance 






Other services 
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Table 3.8 
ECERS and ITERS Factors 



1 ITERS 


ECERS 


1 rMU 1 UK ANU 1 ( CiVIo 




CAr^TrfcD AMn itpmc 
rAU 1 UK AN LI 1 1 CfVlo 




R 1. Provisions for rurnishings and Materials. 




1. Appropridie uaregiving 




! furnishings for routine care 


0.40 


greeting/departing 


C\ CLA 


j use of furnishings for learning 


0.04 


meals/snacks 


C\ Ad 

u.4y 


furnishings for relaxation and learning 


O.DO 


nap/rest 


u.4y 


display for children 


O.DO 


diapering/toileting 


C\ Ad 


informal use of language 


\jA2. 


personal grooming 


d A^ 


books and pictures 


U.OO 


undsrstanding language 


U.Do 


eye-hand coordination 


U.o/ 


using language 


d cfi 
U.DO 


1 active physical play 


0.43 


reasoning 


d CO 

0.62 


art 


u.oy 


inTormai use or language 


\J.i o 


music and movement 


u.oo 


fine motor 


U.DU 


blocks 




supervision of fine motor 


d CQ 
U.DO 


1 pretend play 


U.Do 


gross motor space 


Ot AO 


i sand and water 


U.04 


yiuSo moior ec^uipmeni 


n 4R 

U.4D 


1 cuiLUiai awaiciieob 




bupcrvibiun or yiobs moioi 


U.DO 






1 1 lUalW M lUVCI 1 Id IL 








cr^hAHiilo fnr r>roaii\/o ar'tiv/Hioc 
oCrllcUUIc lUl OlcallVc aOLlVllica 




R d.. inieraciions 




supervision or creauve aouviucs 


U. / 1 


1 nap 


\J.\JO 


iicc piay 


U.D<d 


1 informal use of language 


O.oo 


group time 


r\ cn 


1 peer Intersction 


(J. / 4 


tone 


d 7f5 

u. /o 


1 adult-child interaction 


u. / 1 






1 discipline 


(J. / 4 


2. DevGlopmentally Appropriate Activities 




1 schedule 


u.ou 


Turnisnings tor learning 


u. / o 






luinibmnys rui iciaAauun aiiu oumiuii 




H o. Dasic oaiey'ving Kouitnes 




room arrangeiTieni 


U.DO 


1 (Protecting Health and Safety) 




Child related display 


0.59 


1 meals and snacks 


0.61 


understanding language 


0.54 


1 diapering/toileting 


0.70 


using language 


0.44 


j personal grooming 


0.66 


reasoning 


0.45 


1 health practice 


0.74 


fine motor 


0.55 


1 safety practice 


0.55 


art 


0.70 






blocks 


0.68 






sand/water 


0.55 






dramatic play 


0.53 






schedule for creative activities 


0.50 






space to be alone 


,0.56 






free play 


0.54 






group time 


0.49 






cultural av^areness 


0.49 
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Part 2 
Introduction 



This Part describes the characteristics of the 
centers studied for each of me domains 
identified in the circles in Figure 2.1 and listed 
in Table 2. 1 . Mean values of variables are 
reported for the whole sample, by state (more 
accurately, by regions within each state), and 
within states by for-profit and nonprofit sector. 
This introduction briefly describes each chapter 
and the analytic procedures used to test for 
differences in center characteristics by state, 
sector, and scope of the program. Finally, it 
summarizes major findings by chapter. 

PART 2 OUTLINE 

Chapter 4 describes general center 
characteristics represented by the Center 
Structure circle in Figure 2. 1 . These include 
how long the program has been in existence, 
the profit status of the center, the number of 
children served, the age groups served, hours 
open, types of programs provided, types of 
special services provided, type of curriculum 
followed, ethnic composition of children and 
staff, parent involvement, accreditation, use of 
volunteers, administrator's background, teacher 
evaluation of the administrator's effectiveness, 
and the inside and outside square feet per child 
provided (the Capital Facilities circle). 



Chapter 5 provides summary information on 
personnel policy, an important aspect of the 
Center Structure circle. It gives summary 
statistics on staff wages, wage increases, 
nonwage benefits, working conditions, 
foregone earnings, training, and staff turnover 
rates. It alco summarizes information from the 
Staff Questionnaire on some of the above 
variables and on staff personal, family and 
work background. Finally, it provides an 
estimate of the cost to centers of raising 
teacher wages to levels recommended by the 
ECE profession. 

Chapter 6 describes characteristics related to 
the Classroom Structure, and Classroom 
Process Quality circles in Figure 2. 1 . This 
includes both center and room level staffing 
ratios, classroom group size, staff education, 
staff training, staff tenure at the center, and 
staff experience in early care and education. It 
also includes information related to process 
quality: quality index scores, ECERS scores, 
ITERS scores, peer interaction scores, and 
teacher-child interaction scores. Finally, it 
summarizes results related to classroom 
organization, types of classroom experiences, 
and the degree of academic emphasis. 

Chapter 7 investigates the relation between 
levels of staff education/training and job titles. 
Since the educational job qualifications for job 
titles in ECE centers are not uniform, this 
chapter looks at the extent to which the 
apparent job ladder in ECE from assistants or 
aides lo teachers, to teacher-directors, to 
administrative directors actually conforms to 
increasing amounts of education and specialized 
training. 

Chapter i, summarizes data related to the 
Finances circle on costSHsupply subsidies, fees, 
revenues, surpluses or dpbits, and tlje full 
cost of care. This includes a breakdown of 
sources or revenue, types of production costs, 
total production costs, the types and value of 
supply subsidies, full cost of care, and the 
costs to parents. It also summarizes 
information on fees, fee policy, and staff time 
spent raising funds from the community. 
Finally, it reports on the presence of 
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economies of scale discemable from descriptive 
analysis of the date. 

Chapter 9 describes data related to the Children 
circle in Figure 2. 1 collected in the first year 
of the Developmental Outcomes portion of the 
study. It gives mean scores of children in a 
center related to their cognitive pre-academic 
skills: receptive language ability, pre-reading 
skills, and pre-math skills. It also summarizes 
teacher ratings of children's behavioral skills 
and the teacher-child relationship, and family 
characteristics of the children's families. 

Chapter 10 summarizes results related to the 
Family circle in Figure 2.1 from the Parent 
Questionnaires distributed in sampled 
classrooms. In addition to demographic data 
on the families, it gives parent evaluations of 
aspects of the ECE services provided in their 
child's room at the center, compares those 
evaluations with those of the trained observers, 
and gives parent assessment of the importance 
of each quality characteristic they assessed in 
their child's room. 

Chapter 1 1 compares center characteristics 
within the nonprofit and for-profit sectors to 
identify differences by auspices (the 
subsectors). Nonprofit centers are categorized 
as independent, church-affiliated and publicly 
operated; for-profit centers as independent, 
centers in local chains, and centers in national 
systems. The chapter also compares 
characteristics of centers (1) based on whether 
or not they received substantial government 
funding and on the type of government support 
received; (2) categorized by whether or not 
they have public funding tied to special 
standards; and (3) categorized by whether or 
not they were subsidized work,site centers. 

ANALYTIC PROCEDURES 

All measures were itudied descriptively to 
determine whether there were reliable 
differences related to region, sector, or 
program scope. These results, summarized in 
each chapter, are based on the same analytic 
procedure. For each measure, the major tables 
in Part 2 give the number of observations, the 
overall mean and standard deviation, and 
means and standard deviations by for-profit and 
nonprofit sectors in each state. 



To test for statistically significant differences, a 
set of hierarchical regression analyses was 
performed on each class of measures (e.g., the 
ethnicity of children and stafO- These analyses 
asked whether there were differences in the 
class of measures related to the study sampling 
design or to three program scope measures: the 
proportion of center FTE children who were 
subsidized, the proportion who were 
infants/toddlers, and whether the center offered 
a before- or after-school program. The 
sampling design involved random selection of 
50 for-profit and 50 nonprofit centers in each 
state. Accordingly, the first stage of analysis 
determined whether there were significant state 
or sector differences in the measures. The 
second stage of analysis tested whether or not 
there were differences in means based on the 
three program scope variables. These scope 
variables were selected because they represent 
important dimensions of the center programs. 
The number of children enrolled in a center 
was represented by the tally of the full-time 
equivalent (FTE) children. The proportion of 
children receiving subsidies was computed as 
the FTE of subsidized children divided by the 
total center FTE of enrolled children. 
Similarly, the proportion of children who were 
infants/toddlers was computed as the FTE 
infants/toddlers divided by the total FTE of 
enrolled children. 

The general analysis strategy involved 
performing multivariate analyses where 
appropriate within each class of variables. In 
the first stage of analysis, a multivariate 
analysis of variance (MANOVA) was 
performed, where appropriate, for each class 
of variables to test for state, sector, and state x 
sector differences. In the second stage, where 
appropriate, a multivariate analysis of 
covariance (MANCOVA) was conducted to test 
whether the center scope variables related to 
the set of related variables after adjusting for 
state and sector differences. The predictors in 
the MANCOVAs included state, sector, state x 
sector, proportion of children receiving 
subsidies, proportion of children who were 
infants/toddlers, and whether the center offered 
before- and after-school care. A priori planned 
step-down analyses were conducted when 
significant multivariate effects were obtained. 
The univariate analyses (ANOVA and 
ANCOVA) were examined when the 
corresponding multivariate test was significant. 
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Pairwise comparisons of the state mean or 
State X Sector means were conducted when 
univariate tests were significant. In the tables 
reporting results, the univariate analysis 
(ANOVA and ANCOVA) is reported. 
MANOVA and M ANCOVA results are given 
in the text. 

Chi Square and logistic regressions were 
conducted to analyze categorical measures, 
such as the presence or absence of volunteers, 
types of programs, whether a given nonwage 
benefit was provided, etc. The same two-stage 
analyses were performed when signifitant 
effects were obtained. 

MAJOR FINDINGS 

Chapter 4, Center Structure 

► Child care centers tended not to be well 
integrated by ethnicity. Most centers 
predominantly served children from a single 
ethnic group and were staffed by teachers and 
assistant teachers of tl.i same ethnic group. 

► Many centers seem to have been operating 
at close to their preferred enrollment and 68% 
of directors reported that they maintained a 
waiting list, with a larger number of infants 
and toddlers per center than older children on 
the waiting list. They reported high rates of 
capacity utilization (averaging 82% of legal 
maximum enrollment and 92% of preferred 
enrollment). 

► Nonprofit centers were more likely than 
for-profit centers to have center structure 
characteristics that are valued by experts in 
early care and education such as larger 
facilities, smaller enrollments, proportionately 
more subsidized children, provision of more 
special services to the children, and more 
parent involvement. 

► Only 38% of the centers used volunteers. 
Nonprofit centers made more use of 
volunteers, and these volunteers contributed an 
average of $800 per month of services per 
center for the 158 centers using volunteers. 

► For-profit centers tended to be growing 
more in terms of total FTE and new staff 
positions and to offer a much wider range of 
programs such as infant or toddler care. 



programs for school-aged children, part-time 
care, and summer camp. 

► When teachers rated directors, the 
directors received their highest administrative 
scores on communication for problem solving, 
and modeling ECE practice. Their lowest 
scores were on exchanging roles with their 
staff, and working in the community. 

Chapter 5, Center Structure: Staff 
Policies and Characteristics 

► Mean wages for teaching staff were $6.89 
per hour. State-level differences almost 
disappeared after adjusting for regional 
differences in cost-of-living. Wages in for- 
profit centers averaged almost one dollar per 
hour lower than in nonprofit centers. When 
discounted for inflation, wages were rough '.y 
comparable to those reported in the National 
Staffing Study, suggesting that real wages at 
ECE centers did not increase between 1 988 and 
1993. 

► Nonwage benefits in ECE centers seemed 
to be comparable to the national average. 
However, the ratio of the cost of benefits to 
wages was low, 18% compared to the national 
average cf 23%. 

► Center staff (97 % women) tended to earn 
less than women in the society as a whole with 
the same education and experience. These 
foregone earnings amounted to an average of 
$5,238 per year for teachers, $3,582 per year 
for assistant teachers, and $3, 198 per year for ' 
directors and specialists. High standard 
deviations within each job title indicate 
considerable difference in foregone earnings 
within ECE occupations. Foregone earnings 
were significantly higher in for-profit centers 
than in nonprofit centers for teachers and 
assistants. In Colorado for all job titles 
foregone earnings were significantly higher 
than in the other states. 

► The mean annual turnover rate for all 
center staff was 36%: 39% for teachers, 52% 
for assistant teachers and aides, and 16% for 
teacher-directors and directors. Rates were 
higher in Nonh Carolina and Colorado, and 
higher in for-profit centers than in nonprofits. 
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► A sizeable percent of staff members were 
part of low-income households, young, 
inexperienced, low paid, and reporting little 
commitment to their jobs in ECE. Both 
nonprofit and for-profit centers seem to depend 
on this labor pool. 

Chapter 6, Classroom Process and 
Classroom Structure 

► On average, measures of classroom 
structural quality were higher in states with 
more stringent child care regulation. This held 
true for most classroom structure variables, 
including staff-to-child ratios, groups size, 
level of teacher early childhood training and 
formal education, and teacher tenure at the 
center. 

► In general, measures of classroom 
structural quality, which are generally 
associated with classroom process quality, 
were higher in non-profit centers than in for- 
profit centers, including staff-to-child ratios, 
group size, levels of teacher and teacher- 
director early childhood training and formal 
education, and teacher tenure at a center. 

► Child care at most centers in the sample 
did not meet the "good quality" standard 
considered necessary for children's positive 
development. The mean value of the process 
quality index - which is based on the ECERS, 
ITERS, Amett, and Howes teacher-child 
interaction scores - was 4.0 for the whole 
sample, half-way between minimally adequate- 
and good-quality. 

► Infant/toddler groups of children received 
lower quality care than older children in 
centers, especially in the areas that affect the 
health and safety of these children. 

► There were significant state differences in 
process quality scores, with quality 
significantly higher in California and 
Connecticut than in Colorado and North 
Carolina. 

► Quality scores for North Carolina were 
significantly lower than in the other states, 
because of lower scores for North Carolina 
for-profit centers. There were no significant 
differences in process quality by sector for the 
other three states. 



► A cofuparison of process quality data from 
this study and tlie 1988 National Child Care 
Staffing Study (NCCSS) indicates no progress 
toward higher quality in the five intervening 
years. There may have oeen a decline in the 
quality of care and education for 
infants/toddlers since the NCCSS study. 

► Programs in rooms in nonprofit centers 
were observed to have more academic 
emphasis than in rooms in for-profit centers in 
California and North Carolina, while in 
Connecticut the reverse was true, and in 
Colorado there were no sector differences. 

Chapter 7, Reconceptualizing the Early 
Childhood Work Force 

► The large variation in foregone earnings 
within ECE job titles indicates wide variation 
in education/training within these occupations 
and brings into question the actual usefulness 
of the job titles in describing the quality of 
ECE staff. Staff were reclassified into three 
categories of educational background: 
background 1 consisted of staff with a high 
school education or less and minimum or no 
ECE training; background 2 consisted of staff 
with some college education; background 3 
consisted of staff with a college degree or 
advanced ECE training. Teachers and assistant 
teachers were equally likely to be classified ii*- 
background category 2; twice as many 
assistants as teachers were classified in 
background 1 and one-third as many were 
classified in background category 3. 

► In California, teaching staff were 
disproportionately drawn from background 2 
rather than 1 or 3. Staff in Colorado and 
Connecticut were approximately equally 
distributed across the three background 
categories. North Carolina had proportionately 
fewer teaching staff with background 3. 

► For-profit and nonprofit centers tended to 
use about equal proportions of staff in 
background category 2, but for-profit centers 
used more teaching staff from background 1 
and less from background category 3. 

► Centers paid staff with more education and 
training significantly higher wages. However, 
nonprofit centers paid much more than for- 
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profit centers for teaching staff with college 
degrees and advanced ECE training. 

► Teaching staff in background category 3 
gave up more foregone annual wages than staff 
in the other categories, with staff in for-profit 
centers providing a mean wage subsidy of 
$10,000 per year. 

► Classrooms with background 3 teachers 
provided higher quality than classrooms with 
background 2 teachers, which provided higher 
quality than classrooms with background 1 
teachers. 

Chapter 8, Costs, Revenues, and Subsidies 

► Nonprofit centers were somewhat more 
expensive to run than for-profit centers: mean 
total expended costs for nonprofit centers was 
$2.23 per child hour compared to $2.00 per 
child hour in for-profit centers. Most of the 
higher cost in nonprofits stemmed from paying 
closer to market wages for staff. Connecticut 
centers were substantially more expensive, and 
North Carolina centers less expensive, than 
centers in California and Colorado. 

► Nonprofit centers had higher full cost of 
care than for-profit cent "s. 

► The composition of costs differed by sc ;or 
with nonprofits spending more per child per 
hour on labor and for-profits spending more on 
facilities, 

► For-profit centers were far more dependent 
on parent fees than nonprofit centers, although 
even in for-profit centers, parents' net cost 
after taxes was less than two-thirds of the total 
production cost (including all subsidies). For 
nonprofit centers, but not so much for for- 
profit centers, cash donations were significant 
sources of revenue and inkind donations 
significantly reduced costs. The nonprofit 
centers served substantially more subsidized 
children and centers with a higher percentage 
of their FTE composed of subsidized children 
had higher costs per child. 

► Economies of scale appeared to be 
significant. The largest centers had the lowest 
costs per child hour. 



► Profits or surpluses amounted to about 4% 
of total cash costs with no significant 
differences between for-profit and nonprofit 
centers. 

► Mean fees per month were $45 1 for 
infants, $430 for toddlers, $397 for older 
toddlers, $372 for preschoolers, and $234 for 
school-aged children. There were significant 
differences across states for all age-groups 
except for school-age fees. For-profit centers 
charged $ 1 9 to $39 per month more for all 
age-groups except school -aged children. 

► Maximum reimbursement paid by the state 
for subsidized children averaged just over 90% 
of parent fees. The ratio of reimbursement 
fees to parents fees differed significantly across 
states. For most age-groups. North Carolina 
reimbursements averaged 1 % higher than 
parent rates in the same centers; California 
reimbursements averaged about 95 % , 
Connecticut 87%, and Colorado 81%. 

Chapter 9, Descriptive Analysis of 
Preschool Children's Developmental 
Outcomes 

► After controlling for the effects of 
maternal education, children in North Carolina 
tended to score lower on measures of cognitive 
skills than children in the other three states, 
while children in Connecticut tended to score 
higher than the other states sampled. 

► These differences in children's outcomes 
are consistent with differences in child care 
quality in this sample, with centers in North 
Carolina and Colorado measuring lower in 
process quality than centers in California and 
Connecticut. 

► There was some evidence for higher scores 
on two measures of cognitive skills for children 
attending for-profit than nonprofit centers, after 
accounting for maternal education, although 
this pattern was not found in all states. 

► Mothers using for-profit child care tended 
to be more highly educated than those using 
nonprofit care, except in North Carolina where 
the differences were in the opposite direction. 

► No differences were found by state, sector, 
or program scope in teacher ratings of 
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children's social skills or the teacher-child 
relationship for both positive and negative 
aspects of each. 

North Carolina looks somewhat different 
from the other states in terms of child care 
quality as well as children's outcomes. The 
overall quality was lower, although there were 
greater sector differences in quality than in the 
other states. In North Carolina, quality was 
higher in nonprofit than for-profit centers; 
similarly, maternal education levels were 
higher in nonprofit than for-profit centers in 
this state. 

*■ The most consistent finding related to 
program scope was that children who attended 
centers with higher proportions of subsidized 
children scored lower in cognitive skills, had 
less positive attitudes, and had mothers with 
less education. This finding may relate to the 
already known relationship between family 
income and children's development. 

A similar pattern of results was found for 
the quality index from both the subsample of 
centers included in the outcomes phase of the 
study and the overall sample for which cost 
and quality data were obtained. 

Chapter 10, Parents as Child Care 
Consumers 

► Parents highly valued aspects of child care 
which early childhood professionals believe to 
be necessary components of good-quality care. 

► For the infants/ toddler group, Parents' 
values related to ECE services appear to be 
relatively consistent across state and sector. 
The only difference found was that parents in 
Connecticut reported valuing more highly child 
and adult interaction items than did parents in 
Colorado, and parents using centers enrolling 
fewer infants/toddlers valued interaction, 
"other," and "all" items more highly than 
parents with children in centers enrolling a 
higher percentage of this age-group. 

► For the preschool group, parents in North 
Carolina gave more importance to health items. 
Parents of preschoolers in nonprofit centers 
gave higher scores for the "other" items and 
also for "all" the items. 



► When actual performance of centers was 
compared with parents values, there appeared 
to be a serious mismatch. For instance, 
although peu'ents valued health aspects of ECE 
very highly, the average center scores were 
just at a minimum level when assessed by 
trained observers. The match between values 
and program performance for preschool classes 
was somewhat better. 

► Parents significantly overestimated the 
quality of care their children received. There 
was, however, more similarity between parent 
ratings and trained observer ratings for centers 
with higher quality. Also, parents were less 
discriminating in judging the quality of care in 
infant/toddler rooms than in preschool rooms. 

*■ Parents seemed to have been hindered in 
acting as well-informed consumers of child 
care. First, the more importance parents' 
attached to an aspect of care, the greater were 
the discrepancies between parent and observer 
quality scores. Second, the more difficult it 
was for parents to monitor an aspect of care, 
the greater the discrepancies between parent 
and observer quality scores. 

Chapter 1 1, Within Sector Comparisons, 
AND the Effect of Public Spending 

*■ For-profit auspices did not differ 
significantly on total costs, total revenue, or 
total subsidies per child hour. On average all 
for-profit auspices had lower quality, costs, 
subsidies, revenue, and full cost per child hour 
than independent nonprofit and publicly 
operated centers. 

► Church-affiliated centers looked more like 
for-profit centers than they looked like the 
other nonprofit centers. They had lower 
stmctural quality and process quality than other 
nonprofits; they served smaller percentages of 
subsidized children and minorities; wages and 
labor costs were lower than other nonprofits 
and similar to those for for-profits. Like for- 
profit centers a larger percent of their revenue 
came from parent fees. 

*■ Compared to other centers, centers with 
public funding tied to higher standards 
provided higher quality, paid higher wages, 
provided more benefits and working 
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conditions, and their staff had lower foregone 
wages. 

► Quality of services for centers dependent 
on fee reimbursement was not significantly 
different from average quality of services in 
the sample as a whole. There is some 
evidence of budgetary impact from low 
reimbursement rates in Colorado and North 
Carolina, states with lower average quality and 
lower public funding of subsidized children. 

► Compared to other centers, worksite 
centers had higher quality, administrators had 
more education and training, wages and 
benefits were higher, and foregone earnings 
were lower. 
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Chapter 4 



Center Structure 



by MARGARET BURCHINAL & 
MARYL. CULKIN 



General Center Characteristics 

The general center characteristics measured in 
the director's interview included the number of 
children enrolled in the center, information 
about enrollment, the age of the center, and 
hours of operation. Due to the variety of 
characteristics in this general category, separate 
sets of analysis were performed for relatively 
homogeneous sets of center characteristics. 



Enrollment 



Various measures of center structure were 
analyzed to describe the centers that 
participated in this study and to determine 
whether there were statistically reliable 
differences related to state, sector, or program 
scope (percent of FTE children subsidized, 
percent infants/toddlers, and presence of a 
school-aged program). Information about 
center structure was collected in the director's 
interview, evaluation of the physical space by 
the observer, and the administrative 
questionnaire completed by the teachers. 
Included in these questionnaires were items that 
were classified into seven general categories of 
structural measures: (1) general descriptors 
(age of the center, hours of operation, center 
curricula, and center enrollment), (2) ethnicity 
of the children and the staff, (3) the 
administrator's background and administration 
style, (4) types and numbers of services and 
programs offered at each center, (5) whether 
the center has volunteers and a description of 
those volunteers, (6) extent to which centers 
encourage parental involvement and degree to 
which parents are involved, and (7) measures 
of center growth, increases in enrollment and 
nev staffing positions added during the past 
year. In addition, the interviewer measured 
square footage and evaluated aspects of the 
physical space, safety, and attractiveness of the 
center. 



Number and Age Composition of Children. 
The centers varied widely in terms of the 
number and the ages of the children served. 
The 401 centers enrolled between 8 to 307 
children as total FTE enrollment, with a mean 
enrollment of 68 FTE children. Almost half 
(48 %) of the centers exceeded the 
recommended maximum size of 60 FTE 
children based on several research studies that 
related center size to quality of child care 
(Doherty, 1991). Almost all child care centers 
served preschoolers, whereas slightly more 
than half (61%) served infants or toddlers also. 
The percentage of the total FTE children 
enrolled in the center that were infants or 
toddlers ranged from none to all, with a mean 
percentage of 22% . In addition 57 % of the 
centers also served school-age children by 
providing kindergarten or before- or after- 
school care. The percentage of the total FTE 
children enrolled who were school-age children 
ranged from 0 to 78%, with a mean percentage 
of 18%. 

The first set of analyses tested for state and 
sector differences. The centers were 
significantly different in terms of size and ages 
of children served across the four states 
(P(9.952)- 11" P < -0001) and two sectors 
(F,3.39i)=13.v, p<.0001), but the sector 
differences were similar across states (i.e., the 
state X sector interaction was nonsignificant). 
Univariate test results and state x sector means 
can be found in Table 4.1. As can be seen in 
Table 4.1, for-profit centers tended to be 
larger, have proportionately more infants or 
toddlers, and proportionately more school-age 
children. Connecticut had significantly smaller 
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total enrollments than did the other states. The 
proportion of infants or toddlers in the centers 
was highest in North Carolina, next highest in 
Colorado and Connecticut, and lowest in 
California. In addition, the centers in 
Colorado tended to have proportionately fewer 
infants than did the centers in North Carolina. 
Centers in Colorado had proportionately more 
school-age children and fewer preschool-age 
children than did the centers in the other states. 

The second set of analyses tested whether the 
three program scope variables were related to 
center size composition after adjusting for state 
and auspice differences. MANCOVAs were 
not performed because two of the predictors 
were also outcome measures in this set of 
analyses (proportion of total enrollment that 
were infants or toddlers and presence of a 
before- or after-school care program). 
Univariate analyses indicated that the 
proportion of children receiving subsidies was 
not related to the number or age composition 
of the children enrolled in the centers. The 
proportion of children who were infant or 
toddlers was negatively related to the 
proportion of children who were preschoolers 
or school age. The centers that offered before 
or after-school care tended to have more 
children enrolled, fewer infants and toddlers, 
fewer preschoolers, and more school -aged 
children. 

Other Enrollment Issues. The administrators 
were also asked several other questions about 
their current enrollment. Two ratios were 
formed that reflected the extent to which 
current enrollment reflected preferred 
enrollment and the extent to which their current 
enrollment reflected maximum enrollment 
allowed for that center. In addition, the 
administrators were asked if they had a waiting 
list, and if so, how many children were on that 
waiting list. 

The ratios describing current enrollment 
relative to preferred enrollment and maximum 
mandated enrollment were analyzed together. 
Administrators tended to report that their 
current enrollment was close to preferred 
enrollment (M=91%) and to their maximum 
mandated enrollment (M=82%), but there was 
considerable variability. Center enrollment 
ranged from 15% to 265% of preferred 
enrollment, with half of the centers ranging 
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from 81% to 100%. Similarly, center 
enrollment ranged from 15% to 165% of 
maximum enrollment, with half of the centers 
ranging from 80% to 100%. Analyses 
indicated that the proportion of total enrollment 
composed of infants or toddlers was related to 
these enrollment ratios, but that proportion of 
children enrolled in the center who received 
subsidies and the presence of a before- or 
after-school care were not related. Centers 
with proportionately more infants were less 
likely to have enrollments that approached 
either their preferred enrollment levels or their 
maximum mandated enrollment levels. 

Most centers (68%) reported having a waiting 
list as can be seen in Table 4.1. Nonprofit 
centers were slightly more likely to report 
waiting lists than for-profit centers in 
California, Connecticut, and North Carolina, 
but not in Colorado. Centers serving 
proportionately more infants or toddlers were 
less likely to have waiting lists than other 
centers. Table 4.1 also lists the number of 
children that the administrators reported to be 
on the waiting lists, but these data were not 
analyzed because the centers varied in how 
often the waiting lists were updated. 

Center Age and Hours 

The age of the center varied from 1 to 98 
years, but half of the centers were established 
during the past 10 years. An ANOVA that 
tested whether the center age varied as a 
function of state or profit status indicated that 
the nonprofit centers tended to be oiu'ir than 
the for-profit centers and that this trenc' was 
stronger in Connecticut than in Califonia. 
The ANCOVA indicated that centers S'jrving 
proportionately more subsidized children 
tended to be older centers and Chat centers 
serving proportionately more infants tended to 
be younger centers. 

The hours of operations varied from 7.5 to 18 
hours per day, with a mean of 11.1 hours 
(note: a selection criterion was full-time care 
was offered at the center). Only 10% of the 
centers were open 12 or more hours per day. 
Analyses indicated that hours of operation were 
related to state, sector, and scope of the 
program (see Table 4. 1). Centers in Colorado 
and North Carolina tended to be open longer 
than centers in the other states, whereas centers 
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in Connecticut tended to be open the fewest 
hours. The hours of operation were longer in 
for-profit than nonprofit centers. Hours of 
operations tended to be shorter in centers with 
proportionately more subsidized children, 
whereas hours tended to longer in centers with 
proportionately more infants or in centers 
offering before- or after-school care for school- 
aged children. 

Curriculum 

Administrators were asked whether they used a 
formal learning curriculum (e.g., Montessori 
or High-Scope) or a religious curriculum. 
Relatively few centers reported having either 
type of curriculum (see Table 4. 1). Only 17% 
of the centers reported using a formal learning 
curriculum. Even fewer centers (8%) reported 
using a religious curriculum. Use of an 
enrichment curriculum was analyzed for state, 
sector, or program scope differences, but use 
of a religious cun-iculum was not because of its 
low frequency. Only one factor, state, was 
related to use of a learning curriculum, with 
centers in California reporting more frequent 
use of curriculum than centers in North 
Carolina. 

Proportion of Subsidized Children 

The proportion of children who received 
subsidies varied widely, with from 0 to 100% 
of enrollment consisting of subsidized children 
(M = 23 % ) . Analysis of the proportion of 
children receiving subsidies indicated that only 
sector was related, with the proportion of 
children receiving subsidies higher in nonprofit 
centers than in for-profit centers. Neither state 
nor program scope was related to this variable. 

Accreditation 

Very few centers (31 of 401) had obtained 
NAEYC accreditation. Table 4.1 lists the 
proportion of centers with accreditation by state 
and sector. 

Child and Staff Ethnicity 

Ethnic Composition of the Children 

The ethnic composition of the children enrolled 
in the centers varied wide'y. The percentage 
of the children enrolled at a center from each 



ethnic group ranged from 0% to about 100%: 
European-American children accounted for 0 to 
10C% of the children enrolled in the center 
(M=66%), African-American for 0 to 100% 
(M=18%), Asian-Americans for 0 to 98% 
(M=4%), and Latinos for 0 to 100% 
(M = 10%). However, most centers tended to 
include few minority children. Almost all 
centers enrolled at least one European- 
American child (93%) and most enrolled at 
least one African-American child (82%), but 
only 50% had at least one Asian- American 
child and only 62% had at least one Latino 
child. African-American and Latino children 
were especially underrepresented in most 
centers given their overall representation in this 
sample. Of the 401 centers, 68% of the 
centers had fewer than 10 % African- American 
children in their total enrollment and 77% had 
fewer than 10% Latino children in their total 
enrollment. 

MANOVAs compared the proportion children 
of various ethnic groups in the total enrollment 
of a center to determine whether ethnic 
composition varied as a function of state and 
sector. Significant overall differences related 
to state (F(,5,jo2)=10.3, p<.0001) and sector 
(F,5.2,8)=9.4, p<.0001) were detected (See 
Table 4.2 for state x sector means and 
univariate test results). As shown in Table 
4.2, compared with children in nonprofit 
centers, children in for-profit centers were 
more likely to be European-American and less 
likely to be African-American or Latino. The 
state differences reflected regional variation in 
ethnicity. Children in California centers were 
significantly less likely to be European- 
Americans and more likely to be Latinos or 
Asian-Americans than were children in centers 
in other states. Children in North Carolina 
centers were significantly more likely to be 
African-Americans than were children in 
centers in ether states. The proponion of the 
center children who were Latinos was much 
higher in centers in California and Colorado 
than in center.'? in Connecticut and North 
Carolina. 

Next, the ethnic composition of the children 
was related to the program scope variables (see 
Table 4.2 for the standardized regression 
coefficients from these analyses). These 
analyses indicated that centers with 
proportionately more subsidized children 
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tended to have proportionately fewer European- 
American or Asian-American children and 
more African- American or Latino children. 
Whether tht center offered infant/toddler care 
or before- or after-school care was not related 
to ethnic composition. 

Ethnic Composition of Center Stajf 

The ethnic composition of the staff tended to 
mirror the ethnic composition of the children. 
The proportion of the staff of each of the major 
ethnic groups ranged from 0 to 100% across 
centers. On average, 70% of the staff 
members were European- Americans, 2% were 
Asian- Americans, 16% were African- 
Americans, and 10% were Latino. The 
correlations between the proportion of children 
and of staff for an ethnic group tended to be 
high; r=.80 for the correlation between the 
proportion of children and the proportion of 
staff who were European- American; r=.82 for 
the proportion of children and staff who were 
African-American; r=.71 for the proportion of 
children and staff who were Latino; and r=.56 
for the proportion of children and staff who 
were Asian- Americans. European- American 
staff were much less likely to be at centers 
with higher proportions of African-American 
children (r=-.63). Similarly, African- 
American staff (r=-.61) and Latino staff (r=- 
.41) were much less likely to be at centers with 
higher proportions of European-American 
children. 

Whether the ethnic composition of the staff 
varied across the four states and sector was 
examined next. Significant state 
(Fn2.io32)=26.9, p<.0001), sector (F„,35o,=7.4, 
p<.0001), and state x seaor (F,i2,io32)=2.33, 
p = .006) differences emerged in the 
MANOVA. The univariate test results and 
state X sector means are listed in Table 4.2. 
The state x sector interaction reflected the 
finding that sector differences were different in 
California. The proportion of Asian- American 
staff members was higher in for-profit centers 
than in nonprofit centers in California, whereas 
there were no sector differences in the other 
states (i.e., the incidence of Asian-American 
staff was uniformly lov/ in for-profit and 
nonprofit centers in other states). The sector 
difference emerged because the for-profit 
centers were more likely than nonprofit centers 
to have European-American staff, and less 
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likely to have African-American and Latino 
staff. The state differences reflected the ethnic 
differences in the regions of the country 
included in this study. The proportion of staff 
members who were European-American was 
highest in Connecticut, next highest in 
Colorado, lower in North Carolina, and lowest 
in California. More staff members were 
Asian-Americans in California than in other 
states. The proportion of staff members who 
were African- American was highest in North 
Carolina, lower in California, and lowest in 
Colorado and Connecticut. Proportionately 
more staff members were Latino in California 
and fewer in Connecticut and North Carolina. 

Next examined was whether the ethnic 
composition of the staff was related to program 
scope variables after adjusting i .r state and 
sector differences. Staff ethnic composition 
was related to the proportion of children 
receiving subsidies (F(4 3gy=33.6, p<.0001) 
and the proportion of children who were 
infants or toddlers (F(4.^86)=3.4, p = .009) when 
MANCOVAs were performed. Table 4.2 lists 
the standardized regression coefficients for the 
corresponding univariate analyses. These 
analyses indicated that the centers with 
proportionately more children receiving 
subsidies tended to have proportionately fewer 
European-American staff members and more 
African-American and Latino staff members. 
Similarly centers with proportionately more 
infants or toddlers tended to have 
proportionately more Latino staff members. 

Administrator's Education, Experience, 
AND Administrative Effectiveness 

Administrator 's Background 

Information about the center administrators was 
collected during the director interview and 
through a questionnaire about the 
administrator's effectiveness completed by the 
teach ng staff. A few centers seemed to have 
more than one staff member performing 
administrative functions. Background 
characteristics for those centers were 
represented as the mean of the individuals 
acting as administrator, weighted by the 
number of hours each of them worked at the 
center. 
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The center administrators tended to be 
moderately well educated and had considerable 
child care experience. On average, the 
administrators had about a baccalaureate level 
of education (M = 15.7 years, ranging from 11 
to 20 years of formal education). The early 
childhood (ECE) training tended to involve at 
least some college classes in ECE, and for over 
half the administrators at least an AA, BA, 
RN, or post-baccalaureate degree in a 
developmental field. The number of years of 
prior child care experience ranged from 0 to 40 
at the time of the interview, with a mean of 
7.7 years. Many of the administrators had 
been with their center for a number of years, 
with a mean of 7. 1 years. Not surprisingly, 
the administrators' early childhood education 
and formal education were highly correlated 
(r = .75), but neither education (r=.23) nor 
early childhood education (r=.25) were highly 
related to experience. 

Whether the administrator's education or 
experience varied across the four states or by 
for-profit status of the center was investigated 
witli MANOVAs. These analyses revealed that 
there were significant state (F(i2,ioo6)=3.2, 
p<.0002) and sector (F(4.380)=5-l, p=.0O05) 
differences, and that the sector differences 
were consistent across the four states (i.e., the 
state X sector interaction was nonsignificant). 
Table 4.3 shows the resuhs of the univariate 
tests and the state x sector means. As can be 
seen in this table, administrators of nonprofit 
centers tended to be better educated, have more 
EC training, be slightly older, have been with 
their center longer, and have m.,-;e child care 
experience in general. Administrators in 
North Carolina had lower levels of formal 
education than those in Colorado or 
Connecticut. The number of years that the 
administrators had been involved in child care 
at other centers was higher in Colorado than in 
Connecticut or North Carolina, but the number 
of years that that administrator had been at that 
center was lower in Colorado than in other 
states. None of the three program scope 
variables were significantly related lo the 
administrator's education and experience in the 
ANCOVA analysis. 

Administrators ' Effectiveness 

The administrator's effectiveness as viewed by 
teaching staff was measured with a 
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questionnaire adininistered to the teachers. 
Four analysis variables resulted from this 
questionnaire: the extent to which the staff 
perceives the center as well organized, 
represents the center in the community, works 
with teachers and other members of the center 
in facilitating curriculum development, and is 
involved in the community as an early child 
care professional. On a scale ranging from 0 
to 15, administrators were rated at about the 
middle of the scale on all but the fourth 
dimension - their community involvement as an 
ECE professional, on which they. were rated 
lower by their teaching staff. These dimensions 
of administrative effectiveness tended to be 
modestly correlated, with the correlation 
between representing center in the community 
and community professional involvement being 
more highly co.Telated (r= .59). 

Analyses of the administrative effectiveness 
variables indicated that there were marked 
differences related to state (F(i2,(i6,>=2.0, 
p = .02) and sector (F(4.363)=7.0, p<.0001), but 
that the sector differences were similar across 
the four states. Table 4.3 lists the univariate 
test results and the state by sector means. As 
can be seen in this table, compared with 
administrators of for-profit centers, 
administrators of nonprofit centers were more 
involved with teaching staff in the center 
organization, represented the center more 
extensively in the community, and were more 
involved as a child care professional in the 
community. Center administrators in 
Connecticut were more likely to involve staff 
members in center organization than were 
center administrators in the other states. 

Whether the three program scope variables 
related to the administrator effectiveness was 
examined with MANCOVAs. The proportion 
of children receiving subsidies (F(4359,=3 . 3, 
p = .011) was the only program scope variable 
to be significantly related when state and sector 
differences were also considered in the analysis 
model. The univariate analysis shown in Table 
4.3 shows that centers with proportionately 
more subsidized children and centers with a 
school-aged program tended to have 
administrators who were rated lower on their 
organizational ability. 




Types and Number of Services or 
programs 

Administrators were asked whether they 
offered special services such as transportation, 
meals, or dental, medical, and developmental 
screening and about eleven different types of 
programs. The number of special services 
provided through the center were tallied. In 
addition, whether the center offered programs 
that ranged from summer camp and after- 
school care, to Head Start, to part-time care 
was recorded. 

Special Services 

The number of special services offered by each 
center varied from 0 to 12 special services, 
with a median of 4 services. These services 
included: provision of meals at the center; 
screening for vision, hearing, speech, 
developmental, and dental problems; providing 
or arranging for counseling, speech services, 
and social services for the family; and 
transportation services for the child. As can be 
seen in Table 4.4, the number of special 
ser\'ices available at a center varied as function 
of state and sector. Centers in North Carolina 
offered more services than centers in other 
states, centers in Colorado offered more than 
centers in California and Connecticut, and 
centers in California offered more services than 
centers in Connecticut. Nonprofit centers 
reported more special services than for-profit 
centers. The ANCOVA indicated that centers 
with proportionately more subsidized children 
offered more services, whereas centers with 
proportionately more infants offered fewer 
services. 

Programs 

Administrators were asked whether they 
provided each of twelve types of programs at 
their centers. These program questions asked 
whether the center provided services that 
ra'.ged from part-time care, to programs for 
school-age children, to extended hour care such 
as evening or sick care, to specialized 
programs such as Head Start and bilingual 
programs. Too few centers offered programs 
such as Head Start (2%), public school- 
sponsored programs (6%), evening care (4%), 
week-end care (3%), 24-hour care (1%), sick 
care (2%), or bilingual programs (12%) to 



permit analysis of these types of programs. 
Analyzed were questions about whether the 
center offered part-time care, extended part- 
time care, after-school care, and summer 
camp. In addition, the number of these 
programs that each center offered were tallied 
and analyzed. 

The number of these twelve types of programs 
offered by a center significantly differed across 
state and between for-profit and nonprofit 
centers, as can be seen in Table 4.4. Centers 
in Colorado offered a wider variety of 
programs than did the centers in other states. 
For-profit centers offered more different types 
of programs than did nonprofit centers. In 
addition, centers that offered before- or after- 
school care tended to offer more other types of 
programs. Neither the proportion of infants or 
of subsidized children was significantly related 
to number of programs offered. 

Logistic regressions examined the proportion of 
centers that offered specific types of programs. 
State differences emerged in analyses of 
whether centers offered part-time care, part- 
time extended care, before- and after-school 
care, or summer camp. Fewer centers in 
North Carolina offered part-time care or 
extended p? '.-time care than did centers in the 
other three states. Fewer centers in California 
offered before- or after-school care than did 
centers in other states. Centers in Colorado or 
North Carolina were more likely to offer 
summer camps than were centers in California 
or Connecticut. For-profit centers were more 
likely to offer each of these types of programs: 
part-time care, part-time extended care, before- 
and after-school care, and summer camp. 
These sector differences were observed across 
all states; no reliable state x sector interaction 
emerged in analyses. 

The extent to which the program scope 
variables related to the types of programs 
offered by the centers was examined next. 
Centers offering before- and after-school care 
tended to have a large number of different 
types of programs and were more likely to 
offc^ part-time care, extended part-time care, 
or summer camps. The proportion of infants 
or toddlers was higher in centers that offered 
before- or after-school care and summer 
camps. The proportion of children who were 
receiving subsidies was higher in centers that 
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offered part-time care, extended part-time care, 
or summer camps. 

Physical Space 

The staff person who intei-viewed the center 
administrator observed several characteristics 
related to safety, and sanitation of their 
facilities. In addition, observers were 
instructed to measure the indoor and outdoor 
spaces, the indoor space used by children, and 
the outdoor space that was shaded and 
waterproof. The centers ranged from reporting 
558 to 35,000 square feet of inside space 
(M =4950 square feet), with most of that inside 
space used by the children (M=3617 square 
feet, range of 234 to 26,715 square feet). Half 
of the centers had between 2240 and 6400 
square feet in their inside space. All but one 
center reported that they provided outside 
space, but the amount of outside space varied 
widely (from 0 to 99,000 square feet, 
M =9,439 square feet). Only about one-third 
of the centers (36%) reported that at least some 
of their outside space was shaded and 
waterproof. 

This physical space was also examined in terms 
of the total enrollment of the center. The 
centers provided an average of 82 square feet 
of inside space per FTE child (ranging from 16 
to more than 300 square feet per child) and an 
average of 160 square feet of outside space per 
FTE child. Most of this inside space was used 
by the children (Mean=60 square feet, 
sd=56). Most centers in this study (92%) 
met the NAEYC recommendation and Federal 
Interagency Day Care Requirement of at least 
35 square feet of inside space per child and of 
at least 75 square feet of outdoor space per 
child (72%), with 68% of the centers meeting 
both space recommendations (cf. Doherty, 
1991). 

In addition, the observers answered questions 
about the general sanitation (such as whether 
you could smell the diapers in the infant room) 
and attractiveness of the centers (especially the 
parts obsei-ved by parents such as the 
entrance). Most centers were described as 
having wall treatments that are soil resistant 
and easily cleaned (75%), classrooms with 
v/indows or doors that opened to outside that 
could be used in emergencies (94%), 
appropriate lighting (95%), safety covers for 



electrical sockets (82%), classrooms with 
smoke alarms (80%), appropriate ventilation 
(88%), good temperature control (97%), and 
no problem with odor next to the changing 
tables(87%). In contrast, less than half of the 
centers (48%) had mechanical rooms that could 
be accessed only from areas other than those 
used by the children. 

Preliminary analyses were conducted to 
determine which of these questions could be 
combined to form consistent summary scores. 
Those analyses indicated that two summary 
scores describe these data about physical space. 
The first summary score included the size of 
the indoor and outdoor space (square footage). 
The natural logarithm of the total square 
footage was used in analysis due to its skewed 
distribution. The second summary score 
included questions about whether the children's 
rooms had windows or doors, used an 
appropriate combination of natural and artificial 
lighting, had a mechanical room childproof 
access, was well ventilated, was odor free, and 
had an attractive entrance. 

Table 4.5. summarizes state and sec'or means 
and test statistics for these physical space 
variables. Analyses indicated that the total 
indoor and outdoor square footage of the 
centers in Connecticut was smaller than in the 
centers in the other states. A state by sector 
interaction occurred because for-profit centers 
were larger in terms of physical space on 
average than nonprofit centers in California, 
while nonprofit centers were larger in terms of 
physical space than for-profit centers in the 
other states. In contrast, analysis of the 
average square footage per child indicated that 
centers in Connecticut and Colorado provided 
more indoor space per child than did centers in 
California, and that nonprofit centers provided 
more space per child than did for-profit 
centers. Analysis of the summary score 
reflecting attractiveness and safety indicated 
that centers in North Carolina scored lower 
than centers in the other states. Sector 
interacted with state because nonprofit centers 
scored higher than for-profit centers in North 
Carolina and Colorado, but for-profit centers 
scored higher than nonprofit centers in 
California. 

The physical space of the centers was found to 
be modestly related to the program scope 
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variables. Centers with proportionately more 
subsidized children tended to provide more 
indoor space per child, as did centers with 
proportionately more infants or toddlers. In 
contrast, outdoor space per chid was lower in 
centers with proportionately more infants and 
toddlers. Centers offering before or after 
school programs tended to have more total 
space than did other centers. 

Volunteers 

The administrator was asked during the 
interview whether the center had volunteers. If 
the center had volunteers, the administrator 
was asked to list the volunteers and to indicate 
for each whether the volunteer was the parent 
of a child enrolled in the center, how many 
hours per month and the type of service 
provided by that volunteer, and the occupation 
of the volunteer. Descriptive analyses of the 
data indicated that less than half of the centers 
used volunteers (39%). The number of 
volunteers for centers with volunteers ranged 
from 1 to 18, with an average of 3 volunteers 
per center. Most volunteers were not parents 
of children at the center (29% parents), but this 
ranged from 0% to 100% across the 158 
centers reporting volunteers. Volunteers 
worked between one hour and more than 100 
hou.s per month, with a mean of 44.9 hours 
per month per volunteer. For centers with 
volunteers, administrators reported they 
received between 1 and 1,964 hours per month 
of combined service from their volunteers, 
with a mean of 124 hours per month. It was 
estimated that these services were worth an 
average of $800 per month, based on the 
administrator's report of wages for those 
services and the number of hours worked by 
volunteers. The volunteers provided a variety 
of services, serving as teacher aides (58%), 
maintenance workers (11 %), chaperons on 
field trips (10%), fund raisers (7%), leaders of 
special activities such as music (7%), 
secretaries (7%), accountants (6%), classroom 
teachers (6%), members of governing boards 
(6%), teachers or aides for children with 
special needs (4%), and special professionals 
(4%). The reported occupations of the 
volunteers included student or intern (35%), 
manager or professional (21%), retired (20%), 
housewife or househusband (15%), technicians 
or skilled labor (7%), and unskilled labor 
(4%). 



Comparisons of these volunteer data for state 
and sector differences were conducted for the 
variables with sufficient variability (i.e., for 
variables with mean values of at least 10% for 
the proportion of volunteers at a center 
performing a given type of service and having 
a given occupation). Multivariate analyses 
were not conducted due to varying sample sizes 
across variables. Logistic regression analysis 
tested for state and sector differences in 
whether the center reported having volunteers. 
Results displayed in Table 4.6 indicatesthat 
nonprofit centers were much more likely to 
have volunteers than were for-profit centers, 
and that this tendency was more prevalent in 
California and North Carolina than in Colorado 
or Connecticut. Whether the volunteer was a 
parent of a child enrolled in the center differed 
significantly across the states, with significantly 
more volunteers being parents in California 
than in Connecticut or Colorado. In contrast, 
the number of hours worked, the estimated 
monetary worth of the volunteered time, the 
occupations of most of the volunteers, and the 
services provided by the volunteer were not 
significantly different across state or sector 
amoung the centers with volunteers. Modest 
state and sector differences in some 
occupations were observed. Volunteers in 
North Carolina were more likely to be 
students, whereas volunteers in California at 
for-profit centers were more likely to be 
professionals. Retirees were slightly more 
likely to volunteer at nonprofit centers than at 
for-profit centers. 

Whether the program scope variables related to 
the use of volunteers was examined next. 
Analyses indicated that centers with 
proportionately more infants or toddlers were 
less likely to have volunteers. In contrast, 
amoung centers with volunteers, centers with 
proportionately more subsidized children 
tended to have more volunteers per center who 
worked more hours and provided services 
estimated to be worth more money in total, and 
these volunteers were slightly more likely to 
serve as teacher aides and to be retirees. 
Neither the proportion of children who were 
infants or toddlers or whether the center 
offered before or after school care was related 
to these volunteer variables. 
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Parental Involvement 

Administrators were asked about the extent to 
which the center encouraged parental 
involvement and the level of parental 
involvement of the parents. According to the 
administrator reports, slightly over half of the 
centers encouraged any level of parental 
involvement in their children's education 
(58%). Of those 232 centers, 1 16 center 
administrators reported that fewer than one- 
quarter of the parents were involved in the 
center activities, 77 administrators reported that 
about half or more of the parents were 
involved voluntarily, and 29 administrators 
reported that parental involvement was 
mandatory. Similarly, the administrator was 
asked about the degree to which the program 
involves parents in the following: spending 
time at the center in addition to dropping off 
and picking up the child, assisting in fund 
raising, maintenance, participation in parent 
advisoiy groups, chaperons on field trips, and 
participation in celebrations. A total score was 
computed that reflected the extent to which 
parents were involved in each of these 
activities. The overall level of parental 
involvement in the centers ranged from none 
(no parent was involved) to 16 (most parents 
were involved in most activities), with a 
median of 5 (a few parents were involved in 
few activities). 

Analysis of these two measures of parental 
involvement indicated nonprofit centers 
encouraged more parental involvement and 
reported higher levels of parental involvement 
than for-profit centers (see Table 4.7). Neither 
state nor program scope variables was related 
to parental involvement. 

Center Growth 

During the director's interview, the 
administrator was asked about increases in 
enrollment and staffing positions during the 
past year. Center administrators indicated that 
enrollment tended to be increasing, with a 
mean level of increase of 7% over the previous 
year and a range from 38% loss to a 186% 
gain. About three-fourths of the centers 
reported a gain in enrollment compared to the 
previous year. As can be seen in Table 7.8, 
State and Sector differences emerged in 
analysis. These were due to the finding that 
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centers in Colorado had increased their 
enrollment proportionately more during that 
past year than did centers in the other states, 
and that for-profit centers had increased their 
enrollment more than had nonprofit centers. 

During the director interview, the 
administrators also were asked about the 
number of new teacher, teacher aide, and 
teacher director positions that had been created 
during the past year. The results of analysis of 
these data are shown in Table 4.8 along with 
the means and standard deviation by state and 
sector. The four states differed in the number 
of new positions created during the past year. 
Centers in Colorado added more positions in 
general than did centers in California or 
Connecticut, adding more assistant teachers and 
teacher directors than did centers in the other 
three states. In addition, centers in Colorado 
md North Carolina added more lead teacher 
positions than did centers in California or 
Connecticut. For-profit centers added more 
positions in general and teacher positions in 
specific than did nonprofit centers. The only 
program scope variable to be related to new 
positions was the proportion of subsidized 
children. Centers with proportionately more 
subsidized children created more new positions 
in general and more assistants and teacher 
director positions in specific. 

SUMMARY AND DISCUSSION 

State, sector, and program scope differences 
were detected in analyses of selected center 
structure characteristics. In general, analyses 
suggested that state and sector differences 
characterized the results in all examined 
categories of center structure. In contrast, 
program scope variables were related to only a 
few center structure characteristics. 
Comparisons of the results regarding center 
structure from this study with those from 
previous large scale studies of child care 
centers indicated only minor changes in these 
measures of center structure had occurred since 
the last large study, the National Child Care 
Staffing Study (NCCSS) in 1988. 

On average, the centers in this study had 
opened in the last decade, offered about eleven 
hours of child care a day, grew by about 7% in 
the previous year, and enrolled some infants or 
toddlers, preschoolers, and school-age children. 
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Almost all centers met recommendations 
regarding center size, in terms of inside space 
per child, and about half met Doherty's 
recommendation regarding total enrollment. 
The physical size of the centers in this study 
tended to conform with the recommended 
minimum of 35 square feet per child of indoor 
space and 75 square feet per child of outdoor 
space, based on recommendations by the 
Federal Interagency Day Care Requirements 
and recommendations by the National 
Association for Early Childhood Education (cf. 
Doherty, 1991). 

In this study, the center's age, hours, size, and 
enrollment patterns varied as a function of state 
and sector. Centers in Connecticut tended to 
be older, smaller, and have fewer children 
enrolled. Centers in Colorado tended to be 
growing faster in terms of increased enrollment 
and new staffing positions. Nonprofit centers 
were more likely than for-profit centers to have 
smaller enrollments, more physical space per 
child, for proportionately more of the children 
enrolled to be preschoolers, and to report 
having a waiting list. In contrast, for-profit 
centers were more likely than nonprofit centers 
to report growth in enrollment and staff during 
the past year and to have longer hours of 
operation. 

The findings from this study regarding center 
size and proportion of children who were low 
income tend to be fairly consistent with 
findings from previous studies. Whereas the 
average child care center enrollment rose from 
49 to 84 children from 1977 to 1988 
(Whitebook et al, 1989), the average 
enrollment in this study was 68. While it 
appears that child care centers may no' be quite 
as large on average in 1993 as they were in 
1988, almost half of these centers exceeded the 
maximum size recommended by Doherty 
(1991) in a review of the research findings 
related to center quality and child outcomes. 
The proportion of children attending the 
centers in this study who received subsidies 
(30%) was very similar to proportion of low- 
income children reported in the NCCSS in 
1988 (30%) and reported in the National Day 
Care Study in 1977 (27%). 

The age composition of the children in this 
study was slightly different from previous large 
scale studies. The average proportion of 



children in a center who were either infants or 
toddlers was slightly lower in this study (22%) 
than was observed by the NCCSS in 1988 
(30%), but was higher that was observed in the 
National Day Care Study in 1977 (14%) 
(Whitebook et al., 1989). In contrast the 
average proportion of kindergarten and school - 
age children in the child care centers in this 
study (18%) was lower than was observed in 
1988 (23%), which was lower than was 
observed in 1977 (35%). Sector differences 
in the ages of children served in the centers in 
this study were stronger, but in the same 
direction, as those reported by Whitebook and 
colleagues (1989), with for-profit centers 
serving proportionately more infants and 
nonprofit centers serving proportionately more 
preschoolers. 

As reported in previous studies, this study 
suggested that the ethnicity of children and 
staff tended to be similar and in general that 
child care centers tended not to be well 
integrated (Whitebook et al, 1989). Most 
centers in this study predominantly served 
children from a single ethnic group and were 
staffed by teachers and aides of the same ethnic 
group. State differences in the ethnicity of the 
children and staff reflected regional ethnic 
differences. Nonprofit centers served 
proportionately more African-American and 
Latino children and had proportionately more 
African-American and Latino staff members 
than did for-profit centers. Asian-American 
children and staff were not well represented in 
this study, especially outside of California. In 
California, Asian- American children and staff 
were much more likely to be in for-profit than 
m nonprofit centers. Centers serving 
proportionately more subsidized children were 
much more likely to have proportionately more 
African- American or Latino children and staff. 
Like previous studies (cf. Whitebook et al., 
1989), this study found that about two-thirds of 
the children in child care centers were 
European-Americans and that European- 
American children were more likely to be in 
for-profit centers than in nonprofit centers. 
The trend toward decreased proportions of 
African-American children in child care centers 
described by Whitebook and colleagues (1989) 
was maintained in this study. The proportion 
of African-Americans was 18% in this study, 
21% in 1988, and 28% in 1977 (Whitebook et 
al., 1989). However, this finding may reflect 



76 



CQ&O STUDY TECHNICAL REPORT 



sampling issues such as the inclusion of states 
with relatively low proportions of African- 
Americans such as Colorado. Again, similar 
to trends reported by Whitebook, the 
proportion of children from other ethnic 
minority groups was about 13%. Similar to 
the report by the NCCSS that European- 
American children were more likely to attend 
independent for-profit centers (Whitebook et 
al., 1989), this study found that European- 
American children were more likely to attend 
for-profit centers. Unlike the NCCSS, this 
study found that minority children, especially 
African- American and Latino, were more 
likely to attend nonprofit centers than for-profit 
centers. 

In this study, the number and types of special 
services and programs that the centers offered 
was also related to state, sector, and program 
scope. The number of special services was 
higher in nonprofit centers than in for-profit 
centers, and higher if the centers served 
proportionately more subsidized children. For- 
profit centers, centers serving school-age 
children, and centers serving subsidized 
children offered a wider range of programs and 
were more likely to offer programs such as 
part-time care, summer camp, and before and 
after-school care. 

The use of volunteers and the encouragement 
of parent involvement was clearly related to 
center sector. Nonprofit centers were much 
more likely to have volunteers and to 
encourage parent involvement in the center 
than were for-profit centers. Centers with 
volunteers received an average of about $800 
per month of service from their volunteers, 
who provided a variety of services. 

In general, centers reported little parental 
involvement in center activities or 
administration. Slightly over half of the 
centers encouraged any level of parent 
involvement; however, in half of these centers 
administrators reported that few parents are 
actually involved in these activities. Only 29 
administrators reported mandatory parent 
involvement. 

In conclusion: 

These results suggest that differences 
between the center structure of for-profit and 



nonprofit centers reflected differences in 
orientation and that differences among the stat 
s reflect regional differences. 

► For-profit centers tended to enroll more 
children, to be growing more in terms of total 
FTE and new staff positions, and to offer a 
much wider range of programs such infant or 
lOddler care, programs for school-age children, 
and part-time care. 

► Nonprofit centers were more likely than 
for-profit centers to have center structure 
characteristics that are related to center quality 
and child outcomes, such as more space per 
child in their centers, smaller enrollments, and 
more parental involvement. 

► Nonprofit centers had proportionately 
fewer school-aged children and fewer programs 
for school-aged children, proportionately more 
subsidized children, and more volunteers. 

► Regional differences were detected in the 
center size, age, growth, age composition, and 
ethnicity. 
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Chapter 5 

Center Structure: 

Staff Policies 

and Characteristics 

by SUZANNE W. HELBURN 



OVERVIEW 

This chapter reports on wages, hours, benefits, 
staff training, forecast wages and foregone 
earnings, and turnover of staff by occupation. 
It also describes staff characteristics, which, in 
additic" 'o their intrinsic interest, are 
suggestive of wage policy and hiring practices. 
Procedures for reporting means by state, 
sector, and state x sector are the same as in 
other chapters in Part 2. In cases where 
categorical variables are reported, Chi Square 
tests and logistic regressions were used to test 
significant differences. Results are compared 
to those from the National Child Care Staffing 
Study (NCCSS). The conclusions include a 
discussion of what these results might imply 
about the functioning of the ECE labor market 
and causes of low wages. 

The data come from two sources: the Director 
Interview and the Staff Questionnaires 
distributed to staff members present in the 
classrooms that were observed ip the study. 
Data provided by directors incluiied the 
following information for each member of the 
teaching staff (4920 staff members): job title, 
age, gender, ethnic or racial status, years of 



education, highest level of ECE training, years 
of prior experience in ECE, months of tenure 
in the center, hours per week worked at the 
center, and wage. 

Staff Questionnaires were distributed to 
teaching staff members working in the rooms 
sampled in the study; 1410 questionnaires were 
returned. The questionnaire included 24 
questions related to the staff member's family 
characteristics, ECE and other work 
experience, use of child care services at the 
center, and expectations about continued work 
in ECE. Comparisons of questionnaire 
responses with information provided by 
directors indicate two major sources of bias. 
First, a larger percent of questionnaire 
respondents were full-time (worked 20 hours a 
week or more), 93% as compared to 78% 
reported by directors. Second, a significantly 
larger percent of respondents were assistants 
(41% compared to 28% reported by directors). 
Levels of education and ethnic/racial 
composition were similar in the two samples. 
Furthermore, staff questionnaire response rates 
were similar across states. 



RESULTS 

Staff Wages and Hours 
Wages 

In the Director Interview, wage and salary data 
were collected for seven categories of staff: 
teachers, assistant teachers, teacher-directors, 
administrative directors, educational 
coordinators, specialists, and owner-operators. 
Table 5.1 reports mean center wage rates, 
weighted by number of hours each staff 
member worked per week, of teachers, 
assistant teachers, teacher-directors, all 
teaching staff (the sum of these three 
categories), and administrative staff (including 
administrative directors, educational 
coordinators, specialists, and owner-operators). 
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Table 5 . 1 also reports mean wage rates from 
data collected in the Staff Questionnaires for 
staff members working in the rooms sampled 
in this study, and these means are also 
reported. Data from the two sources are not 
quite comparable for two reasons. First, mean 
wages reported in the Staff Questionnaires 
were not weighted by the number of hours 
worked by the staff member, so they are not 
strictly comparable to the data reported by the 
directors. Second, weighted means per center 
were not calculated, because staff 
questionnaires were not returned for all 
centers, and only one teacher or assistant 
teacher questionnaire was returned for some 
centers. 

Director Data. According to directors' reports, 
the average wage for all teaching staff was 
$6.89 per hour, or $14,331 per year for a 40- 
hour work week. Averages by state and sector 
ranged from $5.14 per hour in North Carolina 
for-profit centers to $8.96 per hour in 
Connecticut nonprofit centers. For the whole 
sample, mean teacher wage was $7.22 per hour 
($15,018 per year), mean wage for assistants 
was $5.70 per hour ($11,856 per year), mean 
teacher-director wage was $8.94 per hour 
($18,595 per year), and mean wage for 
administration and special positions was $1 1.45 
($23,816 per year). There were very large 
differences by states, partly due to differences 
in cost of living. In all categories of wages, 
California and Comiecficut wages were higher 
than wages in Colorado and North Carolina. 
The mean wage for assistants was significantly 
higher in Connecticut than in California. The 
teacher-direcfor wage was higher in Colorado 
than in North Carolina. 

State-level wage differences clearly reflect 
differences in cost-of-living across the four 
states, although it is hard to quantify, because 
of the lack of availability of appropriate 
regional deflators. To get some indication of 
differences in real wages, nominal wages for 
teaching staff reported by directors (Table 5.1) 
were deflated by a regional cost-of-living index 
created by the U. S. Chamber of Commerce to 
identify differences in cost-of-living for middle 
managers in certain metropolitan areas 



{Statistical Abstract of the U.S., 1992, p. 474). 
Unfortunately, they do not include a region in 
Connecticut, so the Boston deflator was 
substituted. Results are shown in Table 5.2. 
Deflating by the regional cost-of-living indices 
drastically reduced the state-level wage 
differentials. Real wages for both nonprofit 
and for-profit centers were highest in 
California rather than in Connecticut. Real 
wages in Connecticut and Colorado were quite 
similar. Only in North Carolina were real 
wages considerably lower than in the other 
states. 

Table 5.2 also shows the results of another 
kind of deflation to eliminate the effects of 
regional differences in wages rather than 
differences in consumer prices. It uses a wage 
index constructed to measure wage differentials 
in the four states for individuals with 
characteristics similar to the ECE staff in our 
sample. Using a wage equation constructed 
from the Current Population Statistics (CPS) 
data (described below in the discussion of 
foregone wages), for each state estimations 
were made of the wage that the average staff 
person in the sample - with the mean age (34), 
education (14.1 years), ethnic or racial 
characteristics, and gender - would be able to 
earn. These wages were converted into wage 
indices by dividing the wage for each state by 
the Colorado wage (which approximates the 
national average) used as the base wage. The 
indices are shown in Table 5.2 and were used 
to deflate nominal mean teaching staff wages. 

Deflating nominal wages by this wage index 
eliminates differences in wages in ECE across 
states due to differences in state labor market 
conditions for jobs using persons with 
characteristics similar to HCE staff. The 
indices describe labor market characteristics 
rather than just cost-of-living. If the indices 
were similar to the cost-of-living indices this 
would indicate that differences in wages across 
states mainly reflect cost-of-living differences. 
This seems generally true except for 
Connecticut which shows a high cost-of-living 
adjustment but only a modest adjustment for 
wages. The Connecticut indices indicate that 
in that state wages in relatively low-skilled jobs 
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do not match the higher cost-of-living, a 
reasonable possibility given the high per capita 
income in the state. What this suggests is that 
in Connecticut ECE center jobs pay better 
wages relati o other jobs employing people 
with the sanvc education level and some of the 
same characteristics as ECE teaching staff. 
This finding may help explain the higher 
quality of CoiJiecticut centers, since it suggests 
that Connecticut ECE staff receive higher 
wages than other workers with comparable 
characteristics. Notice that the deflated wages 
in Colorado and North Carolina are lower than 
those in California and Connecticut. 

These results should be treated as highly 
tentative, because it is not clear how much 
confidence one can put in either the regional 
cost-of-living indices or the wage indices. 
First is the problem of identifying a cost-of- 
living deflator for Connecticut. Second, the 
Chamber of Commerce regional indices may 
be Inappropriate to use. If there are important 
differences in consumption patterns between 
highly paid middle managers and low paid 
tiCE staff, then the Chamber of Commerce 
indices do not accurately estimate regional 
cost-of-living differences for child care 
workers. Finally, because the CPS data do not 
include a woil' (jxperience variable, this factor 
is not adequately accounted for in the wage 
equation used to construct the wage indices. 
These results, however, when combined with 
those related to determinants of quality, are 
suggestive of the importance of higher wages 
to the provision of good-quality ECE. 

Wages in nonprofit centers were significantly 
higher than wages in for-profit centers. For 
the whole sample, nonprofits paid teaching 
staff $.97 per hour more than was paid in for- 
profit centers. The differential increased with 
the level of responsibility; the wage differential 
for assistants was $.58 per hour compared to 
$1.41 per hour for administration positions. 
However, wage differentials between nonprofit 
and for-profit centers varied among states. 
Connecticut had the largest differentia), $1.75 
per hour, Colorado had $.90 per hour, North 
Carolina had $.72 per hour, and California had 
$.52 per hour. 



Staff Questionnaire Wage Data . Mean hourly 
wages given by staff were slightly higher than 
those provided by directors, and there was 
more variability in the data. Mean teacher 
wages reported by staff was $7.40 per hour 
compared to $7.22 reported by directors, and 
$6.23 for assistants compared to $5.70 
reported by directors. Although the mean 
wage for all teaching staff reported by staff 
members was very close to director reports 
($6.92 reported by staff compared to $6.89 by 
directors), when calculated using weights based 
on the staff composition reported by directors, 
the mean for all teaching staff was $7.07 per 
hour. As with the Director Interview data, 
wages in California and Connecticut were 
significantly higher than in Colorado and North 
Carolina. For all teaching staff, Colorado 
wages were significantly higher than those in 
North Carolina. Nonprofit wages were again 
significantly higher than wages paid by for- 
profit centers. However, in contrast to data 
reported by directors, there was a significant 
state X sector interaction effect for wages of 
assistant teachers and aides; wages in for-profit 
centers were slightly higher than wages in 
nonprofit centers in California and they were 
almost identical in the two sectors in Colorado. 

Effects of Scope. Both sets of data showed 
similar effects of center scope variables on 
v/ages. Wages for teachers were significantly 
higher in centers with a larger percentage of 
subsidized children. They were inversely 
related to the percent of FTE made up of 
infants/toddlers for teaching staff and 
administrative employees, and to the presence 
of a school-aged program for teaching staff. 

Wage Increases 

Directors were asked how much, on average, 
they raised wages and salaries in the last year. 
Table 5.3 shows that half of the centers gave 
wage increases of 3% (the rate of inflation) or 
less; 21 % of centers gave no wage increase at 
all; 35% raised wages between 3% ^nd 6%; 
and 12% raised wages more than 6%. 

Overall, the Chi Square and logistic regressions 
revealed significant state differences in wage 
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increases in the previous year. A higher 
percent of nonprofit than for-profit centers 
gave no raises. A higher percent of 
Connecticut centers gave no raises than in 
Colorado and North Carolina. Colorado and 
California centers were less likely than North 
Carolina centers to raise wages by 3% or less. 
Colorado was more likely to have raised 
salaries more than 6% than centers in the other 
states. Centers with a greater percentage of 
subsidized children were more likely to raise 
wages by a higher percentage. The higher the 
percent of subsidized children, the less likely it 
was for the center to have given no general 
raise, and the more likely it was to have raised 
wages more than 6%. 

These wage increases seem to reflect 
conditions in the labor markets in the 
respective states. In 1 992 unemployment rates 
were higher than the national average of 7.4% 
(Economic Report of the President, 1993, Table 
B-38) in California and Connecticut, lower 
than average in Colorado and North Carolina: 
9.1% in California, 7.5% in Connecticut, and 
5.9% in Colorado and North Carolina. The 
generally higher wage increases in Colorado as 
compared to North Carolina may have been 
due to the fact that non ECE wages in North 
Carolina are relatively lower in general, so thai 
ECE employees were not at as much of a 
disadvantage in that state as in Colorado. 

To fmd out the extent to which centers raised 
wages in order to recruit staff, directors were 
asked if they offered higher wages or salaries 
to their most recently hired staff members 
compared to wages earned by present staff with 
comparable experience, training, and 
responsibilities. For the whole sample, 18% of 
directors reported that they had offered higher 
wages; percentages ranged from 8% of 
Colorado nonprofit centers to 27% of 
Connecticut for-profit centers. There were no 
significant differences in response by state or 
scope of program; however, for-profit centers 
were more likely to have raised wages for this 
purpose than nonprofits. 



Hours Worked per Week 

Table 5.4 shows the mean hours worked per 
week for different types of staff, as reported by 
directors and staff members who completed the 
Staff Questionnaire. 

Directors reported that, on average, teacher'' 
worked 35.6 hours per week, assistants worked 
27.6 hours a week, and teacher-directors 
worked 39.8 hours per week. There was 
considerable variation among centers in tne 
same category, particularly so for assistants. 
For Colorado and California, teachers in for- 
profit centers worked significantly more hours 
than did teachers in nonprofit centers. For 
Cormectii-ut and North Carolina, teachers in 
nonprofit centers worked significantly more 
hours per week than did teachers in for-profit 
centers. For both teachers and assistants, 
hours worked per week were positively related 
to the percent of subsidized children and the 
percent of infants/toddlers served by the 
center. 

Staff reports of hours worked differed 
somewhat from director reports. The average 
work week reported by teachers was 36.7 
hours per week, 33.2 hours per week for 
assistants, and 35.3 hours per week for 
teacher-directors. Teacher hours per week 
were higher in Colorado and North Carolina 
than in California and Connecticut. Assistants 
hours were higher in Colorado, North 
Carolina, and Connecticut than in California. 
For all teaching staff, those in for-profit 
centers reported more hours per week than 
staff in nonprofits. 

Centers differed somewhat in their use of part- 
time staff working less than 20 hours per 
week. Table 5.4 shows that the mean 
percentage of pait-time staff for the whole 
sample was 22%. Nonprofit centers used 
significantly more part-timers than did for- 
profit center*; (24% compared to 20%). Also, 
centers with a higher percent of infants/toddlers 
were less likely to use part-time staff. 

Centers differed quite substaiitially in the ratio 
of FTE teachers to FTE assistants. The mean 
teacher/assistants ratio was 3.62 teachers to 
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one assistant, but the means varied from 1.95 
in Connecticut nonprofit centers to 8.5 in 
North Carolina for-profit centers. There were 
significant differences with respect to profit 
status, and a significant state x profit 
interaction. For-profit centers used a higher 
ratio of teachers to assistants as compared to 
nonprofit centers (5.4 compared to 2.3). Both 
Cc Drado and Connecticut, had lower ratios than 
N( ith Carolina. The difference in ratios 
between nonprofit and for-profit centers was 
much larger in North Carolina than in the other 
three states. Finally, centers with a larger 
percent of subsidized children tended to have 
lower teacher/assistants ratios. 

The large differences in practices in the 
combination of teachers to assistants is hard to 
interpret, but may indicate differences in 
definitions of the teacher and assistants job 
descriptions. It could also indicate differences 
in room size such that centers with small 
rooms use only a teacher. It could also 
indicate, for instance, more use of assistants in 
rooms with lower child/staff ratios. 

Staff Benefits 

Directors were asked to identify from a list of 
benefits and working conditions the items that 
were provided for full-time teachers and 
assistant teachers, and part-time employees. 
To report results, the list was divided into 8 
health and retirement related benefits and 10 
working conditions. The 8 health- and 
retirement-related benefits were: 

at least partially paid retirement plan 

life insurance 
► paid maternity /paternity leave 

unpaid maternity/paternity leave 

fiilly paid health insurance 

partially paid health insurance 

paid health insurance for dependents 

partially paid dental insurance. 

The 12 working conditions included: 
paid sick leave or personal leave 
paid vacations 

paid to attend staff meetings and training 
compensation for overtime 
flexible hours 
written job description 



written contract 
written salary schedule 
ability to bring child to work 
reduced child care fees 
service awards or bonuses 
paid meals 

For each center, the number of benefits was 
tallied and the means are reported in Tables 
5.5 to 5.7. To provide information on major 
benefits, Tables 5.5 to 5.7 also report the 
percent of centers that provided paid maternity 
or paternity leave, at least partially paid health 
insurance, and reduced child care fees. Since 
these dependent variables are categoricsl 
variables, Chi Square and logistic functions 
were used to identify significant diffe'ences in 
the proportions. 

Centers provided more benefits and working 
conditions to full-time teachers than to full-time 
assistants, and more benefits and working 
conditions to full-time assistants than to part- 
time employees: 

Retirement and Health Benefits 

For teachers, the mean number of retirement 
and health benefits was 2.8 out of 8, and 
ranged from 1 .92 for California for-profit 
centers to 3.86 for Connecticut nonprofit 
centers. Comparable means for full-time 
assistants, and part-time workers was 2.18 and 
.9, respectively. Colorado and Connecticut 
centers offered significantly more of these 
benefits than California for full-time staff; they 
offered more than North Carolina for 
assistants; and Colorado offered more than the 
other states for part-time staff. Nonprofits 
offered more than for-profit centers. Centers 
with a higher percentage of subsidized children 
were more likely to provide health insurance 
for their full-time staff, and centers with a 
higher percentage of infants/toddlers were 
more likely to offer it to part-time teaching 
staff. 

At least partially paid health insurance was 
provided by 64% of centers for full-time 
teachers, by 49% of centers for full-time 
assistants, and by 13% of centers for part-time 
staff. A larger percent of centers in Colorado 
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and Connecticut provided at least partially paid 
health insurance for assistants than in 
California and Nortli Carolina. A larger 
percent of nonprofit than for-profit centers 
offered coverage for full-time teachers and 
part-time workers, except in Colorado where 
the reverse was true for full-time staff. 
Centers with higher percentages of subsidized 
children were more likely to provide health 
insurance for their full-time staff, and centers 
with a higher percentage of infants/toddlers 
were more likely to offer it to part-time 
teaching staff. 

Maternity Leave 



Working Conditions 

Certain working conditions - such as paid sick 
pay, paid vacations and holidays - seem to be 
relatively standard in ECE centers for teache/s, 
but not as likely lo be provided to full-time 
assistants, or to part-time staff. The number of 
working conditions provided by centers to full- 
time teachers averaged 8.18 out of 12, 6.58 to 
full-time assistants, and 4.64 to part-time staff. 
Colorado provided significantly more working 
conditions than did the o.her three states. 
More working conditions were proviued to 
part-time staff working in centers with school- 
aged programs. 



Paid maternity leave was rare. The benefit 
was offered by only 15% of centers for 
teachers, by 12% of centers for full-time 
assistants, and by 5% of centers for part-time 
workers. These percentages were actually 
higher than for business in general where only 
3 % make paid maternity leave available. 
Nevertheless, as a sector employing mainly 
women, one would expect the benefit to be 
provided more frequently than for the 
population as a whole. 

Child Care Discounts 

The most conomonly provided benefit to staff 
members was reduced fee child care. It was 
offered to full-time teachers by 74% of centers, 
to full-time assistants by 59% of centers, and 
to part-time staff by 45% of centers. The 
percentage of Colorado centers offering a fee 
discount was significantly greater than in the 
other three states. The proportion of 
Connecticut centers offering discounts to full- 
time teachers and part-time staff was higher 
than in North Carolina, and a higher percent of 
California centers offered discounts to part- 
time staff than centers in North Carolina. A 
significantly greater percentage of for-profit 
than nonprofit centers provided discounts. The 
higher the percentage of subsidized children in 
the center the less likely the center was to 
provide discounts. Centers serving school-aged 
children were more likely to provide a child 
care discount to staff. 



FORECAST Wages and Foregone Earnings 

Early care and education professionals often 
claim that center staff actually subsidize 
services to children because they work for 
abnormally low wages, given their education, 
training, experience, and responsibility. In 
fact, the National Association for the Edacation 
of Young Children has launched a Full Cost of 
Care campaign to devise ways of raising wages 
and salaries in the industry. The National 
Center for the Early Childhood Workforce has 
organized the Worthy Wage Campaign to bring 
ECE center wages up to a minimum of $10 per 
hour. To test the existence of such subsidies, 
wages were forecasted for each staff person 
based on what the staff member could earn in 
other jobs for which she/he was qualified. 
These were then compared to the person's 
actual earnings. We defme forecast wages as 
the wage an employee in ECE with given 
characteristics (e.g., gender, race, age, years 
of education, & location) could earn in other 
jobs. 

Forecast Wages 

To compute forecast wages, a wage equation 
was estimated for data for 1992 from the 
Current Population Statistics (CPS) files. The 
wage equation estimated was a linear function 
of gender, years of education, age, age^, 
minority status, state dummy variables, and 
state X interaction dummy variables. Once the 
parameters of the equations were estimated, 
forecast wages for each staff person were 
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calculated using this equation. The equation 
was estimated for female workers. Male 
workers' foregone wages were then adjusted by 
the average national ratio of male to female 
wages for people at the same education level: 
1 .07 for males less than 25 years old, and 1 .35 
for males 25 years old or more. 

Mean forecast wages by state, and within state 
by sector, are shown in Table 5.8. For the 
sample as a whole, mean forecast wages were 
$9.76 for teachers, $8.04 for assistants, $11.31 
for teacher-directors, and $12.70 for 
administrators and specialists. These wages, to 
repeat, are the wages these workers could have 
earned in other jobs for which they were 
qualifier There were highly significant state 
and profit status differences in means. For all 
job classifications, except teacher- directors, 
forecast wages of staff members in California 
were significantly higher than for staff 
members in Connecticut, which were higher 
than for staff members in Colorado, which 
were higher than for staff members in North 
Carolina. For teacher-directors, Connecticut 
and California mean forecast wages were 
higher than in Colorado which were higher 
than in North Carolina. Forecast wages were 
higher in nonprofit than for-profit centers. 

Wlien mean fo.-ecast wages for all teaching 
staff were deflated by their regional wage 
indices (see Table 5.2), most of these state and 
sector differences disappeared. Forecast wages 
ranged from $8.72 to $9.43 except in 
Connecticut nonprofits ($9.87) and North 
Carolina for-profits ($7.96). This suggests that 
Connecticut nonprofit centers hired relatively 
more qualified and North Carolina for-profits 
hired less qualified teaching staff than in other 
states. 

For both teachers and assistants, forecast 
wages were inversely related to the percent of 
subsidized children. The level of forecast 
wages for assistants and teacher-directors . 
tended to be lower in centers with school-aged 
programs. 



Foregone Earnings 

To estimate the foregone earnings for a given 
staff person, the person's actual annual salary 
income from child care was subtracted from 
his or her forecast salary earnings (excluding 
the value of fringe benefits). Table 5.8 shows 
that teachers, on average, earned $5,238 per 
year (almost $500 per month) less than would 
the average person with similar characteristics. 
Assistants earned $3,582 per year less, teacher- 
directors earned $4,348 per year less, and 
directors and specialists earned $3,198 less. 

For teachers, Colorado foregone earnings were 
greater, than in California, which were greater 
than in Connecticut and North Carolina. For 
assistants, foregone earnings were significantly 
greater in Colorado and California than in 
Connecticut, which were significantly greater 
than in North Carolina. For teachers and 
assistants, they were greater in for-profit than 
in nonprofit centers. For teacher-directors, 
foregone earnings were greater in Colorado 
than in Connecticut. However, in Colorado 
and Connecticut teacher-director foregone 
earnings were greater in for-profit centers than 
in nonprofits, whereas the reverse was true in 
California and Connecticut. For directors and 
specialists, foregone earnings were greater in 
California and Colorado than in Connecticut, 
but there were no differences by ?ector. 

Table 5.2 shows that deflating foregone 
earnings by the regional wage index brought 
California foregone earnings into line with 
those in Connecticut and North Carolina, thus 
emphasizing the relatively high foregone 
earnings in Colorado when regional wafee 
differences were taken into account. Since 
forecast wages were not much different in 
Colorado compared to the other states, this was 
another indication of the low wages paid in 
Colorado, relative to the other states, for 
similarly educated staff. 

Fo.'egone earnings were smaller for teachers 
and assistants in centers with a larger percent 
of subsidized children. They were larger for 
teacher-directors in centers with school-aged 
programs. 



CHAPTER 5 97 



o . 104 
ERIC 



High standard deviations for foregone earnings 
shown in Table 5.8 prompted further 
investigation to find out if there were a 
significant portion of staff in each job category 
which were earning close to their foregone 
wage, if so, what were their characteristics. 
The investigation shows that staff members 
with low or negative foregone earnings 
represented about 30% of assistants with 
foregone earnings less than $1500 per year, 
27 % of teachers with foregone earnings less 
than $2500 per year, 27 % of teacher-directors 
with foregone earnings under $1500, and 42% 
of administrators with foregone earnings under 
$1500. Although there was a lot of variation 
within this group, staff members with low or 
negative foregone earnings tended to earn 
higher wages than persons with higher 
foregone earnings, so that their forecast wages 
were closer to their actual earnings. For 
assistants and teachers, these people also had 
less education and work experience prior to 
their present job than staff members with 
higher foregone earnings. They were also 
more likely to work at a publicly operated 
center. 

The high standard deviations of foregone 
earnings within job titles suggests significant 
variation of forecast wages within job titles. 
This, in turn, implies variation in education 
and age within tht^^e job titles, and the 
possibility of differences in the meaning of 
these job classifications in terms of 
responsibility. This question will be 
investigated further in Chapter 7 in the 
discussion of reconceptualizing the early cai'e 
and education work force. 

The foregone earnings reported in Table 5.8 
are very high, so much so that it is hard to 
understand why staff members would, in fact, 
take such large cuts in pay. Three points need 
to be mentioned, First, the estimates may be 
biased upward. For instance, these women 
Tiay have less labor market experience than 
other women who are more attached to the 
labor force. Unfortunately, the CPS files did 
not include data on prior labor market 
experience, so this variable could not be 
included in the wage equation used to estimate 
forecast wages. Also, low paid occupations in 



ECE may attract persons with good educational 
qualifications who lack certain characteristics 
that are generally valued by employers in 
sectors that pay higher wages. 

Second, there may be compensating economic 
factors which attract women to the profession. 
An important one for some staff members is 
discounts on child care; another may be 
convenience of work to home. Approximately 
14% of the staff members who completed staff 
questionnaires reported they had at least one 
child receiving care at the center where they 
worked; the mean hours in care for these 
children was 32 hours per week. Presumably, 
most of the children of these staff members 
were receiving center services at a discount. 
ITiese economic benefits would reduce the 
mean foregone earnings substantially. For 
instance, with a monthly fee of $400, a 50% 
discount would represent $2400 per year child 
care saving for one child, which represents 
$3320 in before tax income per year (assuming 
social security, federal income tax and state 
income taxes equal 27.7% of earned income). 

Third, many economists would argue that the 
foregone earnings represents a negative 
compensating wage differential, a voluntary cut 
in pay by women who prefer working in child 
care (see chapter 2 for a discussion of this 
concept). Some employees may well 
voluntarily be taking such a cut in pay. It is 
nevertheless true that they are subsidizing the 
quality of care through the higher levels of 
human capital they are providing. 

The Cost of Raising Teacher Wages to At Least 
$10 Per Hour. 

As noted above, the National Center for the 
Early Childhood Workforce has initiated a 
campaign to raise ECE staff wages to $10 per 
hour. This would achieve two goals: to 
provide child care center staff with wages more 
in line with their skills and responsibiUties, and 
to retain qualified staff members in the field. 
As an exercise, we estimated the mean cost of 
implementing this worthy wage objective. We 
estimated the cost of raising teacher wages or 
salaries to at least $10 per hour or to the 
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teacher's forecast wage, whichever was higher. 
Table 5.9 shows results of this exercise. The 
mean forecast wage was $1 1 .03 for teachers 
and $1 1.99 for teacher-directors. It is based 
on the assumption that staff should at least 
embody the characteristics which are valued at 
$10.00 per hour in the market and that more 
qualified staff should earn their market value. 
For our sample, the mean annual cost of 
raising wages to this level was about $7500 per 
teacher, and $5700 per teacher-director. For 
the approximate 2700 teachers and teacher- 
directors in our sample, this would require an 
increase in teacher wages by almost $50,000 
per year per center. Given that the average 
center enrolled 68 FTE children, this increase 
would amount to $735 per child per year, or 
about $61 per month. 

Center Staff Training 

The director's interview included six questions 
related to the center's policies and financial 
commitment to staff training. A principal 
components analysis of these questions 
indicated that a composite variable could be 
formed that indicated how many and what type 
of staff members received in-service and off- 
site training. Higher scores on this composite 
score indicated that more staff members were 
receiving more training, in either in-service or 
off-site sessions. Three other training variables 
could not be reasonably summarizod into 
composite variables. These included whether 
the center offered tuition reimbursement, 
offered time off for training, and the amount of 
training costs per FTE staff. 

MANOVAs suggested that composite training 
was significantly related to state 
(F(12,1018)=3.2, p = .0002), but not to sector 
or state x sector. The only training variable to 
show state differences was the question about 
tuition reimbursement (F(3, 388) = 10.9, 
p < .0001). Table 5. 10 gives standardized 
mean values of the composite training variable, 
and five others, and reports ANOVA and 
ANCOVA analysis. 

Of the 252 centers providing inservice training, 
the m^jn percentage of staff receiving fifteen 
plus hours per year of inservice training was 



51 %. Directors reported that a slightly smaller 
percentage of staff (46%) received fifteen plus 
hours of off-site training. The percentage 
receiving off-site training was higher in North 
Carolina than in the other states, and higher in 
Connecticut than in Colorado. Over half the 
directors, 63%, reported that their center gave 
some tuition reimbursement for training; and 
centers in North Carolina and Colorado were 
more likely to offer reimbursement than were 
centers in Connecticut or California. Most 
center directors (81%) reported providing 
released time for training. Finally, mean 
expenditures for staff training were reported at 
$122 per FTE staff person, with no significant 
differences by state or sector, but fairly high 
variation within each of these sectors. 

Staff Turnover 

Table 5.11 summarizes information on annual 
staff turnover rates which were collected in the 
director interviews. Multivariate analyses were 
not performed because the sample size varied 
across the tumovei variables as not all centers 
had assistants or teacher-directors. Staff 
turnover was relatively high among the 
participating centers. Overall, it ranged from 0 
to 329% of the staff leaving during the prior 
12 months, with a mean of 37% and standard 
deviation of 42% . To give meaning to 
turnover rates, an example helps. A turnover 
rate of 200% per year means that 2 people left 
each job and a third person currently holds 
each job, all in one year! Turnover rates for 
different job titles were as follows: teachers 
averaged 39%, assistants averaged 52%, and 
administrators averaged 16%. Thirteen percent 
of centers reported no turnover in the previous 
year. The National Staffing Study which 
reported an annual turnover of 41% and 7% of 
centers with no turnover (Ibid., p. 70). 

For-profit centers experienced higher rates of 
turnover for the staff as a whole, teachers, 
assistants, and directors. Total center turnover 
rates were higher in North Carolina and 
Colorado (the two low unemployment states) 
than in California and Connecticut. The 
turnover rate among assistants was significantly 
higher in Colorado than in other states. For all 
staff and for teachers higher turnover rates 
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were associated with a higher percentage of 
subsidized children enrolled. Program scope 
variables were not significantly related to 
turnover. 

Directors were asked to identify the cause of 
staff departures. Of those staff members who 
left, 81% left voluntarily, 3% were laid off 
because of low enrollments, 3% were laid off 
for other reasons, and 14% were dismissed. A 
smaller percentage of people left voluntarily in 
California than in the other states. Lay-offs 
were mainly in California and Connecticut. 
There were no statistically significant regional 
or sector differences in dismissals. Reasons 
for leaving a center were not related to 
program scope variables, except that the 
percent dismissed was positively related to the 
percentage of infants/toddlers enrolled. 

The average number of staff per center who 
left voluntai'ily is also shown on Table 5.11. 
A significantly larger number of staff per 
center left voluntarily in Colorado than in the 
other states, and a larger number left 
voluntarily in North Carolina centers thaii in 
California and Connecticut centers. Also, a 
lai-ger number of staff per center left 
voluntarily in for-profit centers than in 
nonprofit centers (4.6 and 2.7, respectively). 
The number of staff per center who left 
voluntarily was higher for centers with a 
school-aged program. These numbers are 
confounded somewhat by average size ot 
centers, which was smaller in Connecticut, and 
overall turnover rates, which were lower in 
Connecticut and California. 

Relation between Turnover Rates, Wages and 
Center Quality. 

This study does not look systematically at the 
relation between staff turnover rates, wage 
rates, and quality of the center program. 
However, mean wages between centers with no 
turnover and some turnover, along with the 
mean quality indices were calculated and are 
provided in Table 5.12. There were 51 centers 
of the 401 centers in the sample reporting no 
turnover in the last year. Mean wages at 
centers with no turnover were significantly 
higher for teachers, assistants, and teacher- 



directors. Teachers earned $1.50 per hour 
more, assistants, $1.12 per hour more, and 
teacher-directors $3.08 per hour more. The 
mean quality index was not significantly higher 
for centers with no turnover than with some 
turnover; however, it was significantly higher 
for the larger sample (92) of centers reporting 
less than or equal to a 10% annual turnover 
rate. 

Staff Characteristics 

Personal and Family Characteristics 

Table 5.13 summarizes information on the age, 
gender, and marital status of staff. (Ethnic and 
racial characteristics of staff are reported in 
Chapter 4 above in order to compare the 
composition of staff with that of the children 
served.) Based on director reports, staff mean 
age was 34.2 years old, while mean age from 
the Staff Questionnaires (shown in Table 5. 13) 
was 33.9. Both data sets indicate that staff 
member ages were significantly older for 
nonprofit centers than for-profit centei-s, and 
that staff were older in California and 
Connecticut than in Colorado. The director 
reports showed that staff also were younger in 
North Carolina than in California and 
Connecticut. Teaching staff tended to be 
younger the larger the percentage of 
infant/toddler FTE children served. The 
National Staffing Study reported 81 % of the 
staff were less than 40 years old, 41 % were 25 
years old or younger, and 7 % were less than 
or equal to 18 years old (Ibid., pp. 32,33). In 
the present study, 32% were 24 years old or 
less. 

That ECE occupations are primarily female is 
borne out by these data. Both directors and 
staff reported that 97% of staff were female, 
the same percentage of females as reported in 
the National Staffing Study (Ibid., p. 32). 

For the sample as a whole, 16% of the staff 
were single living alone, 19% were single 
living with their parents, 53% were married, 
9% divorced, and 3% widowed. There v/ere 
significant differences in marital status among 
states, by profit status, percent of subsidized 
children served, and percent of FTE of 
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infants/toddlers. Individual Chi Square 
analyses were not carried out on each of the 
five alternative categories of marital status. 
The most obvious difference was that Colorado 
centers employed fewer single persons living at 
home. 



married, and were, on average, about three 
years younger than the average staff member. 
Otherwise, their characteristics were similar to 
other staff members - with respect to level of 
education, ethnicity and race, and household 
income. 



Marital status of staff of the current study 
differed somewhat from the National Staffing 
Study where a smaller percentage of staff were 
married (44%). In the earlier stu-ly, slightly 
more than half were single: 10% were single 
living alone with their children, 22% lived 
alone without children, and 24% lived with 
their parents (Ibid., p. 33). 

Table 5.14 shows that about half of the 
respondents to the Staff Questionnaire reported 
an average of 1 .9 children living at home. 
There were no significant differences among 
states, nor according to profit status or scope 
of program. Overall, 28% of staff members 
with children at home (or 14% of the sample) 
used child care at the center where they 
worked, ranging from 16% in Cormecticut 
nonprofit centers to 53 % in Colorado and 
North Carolina for-profit centers. A 
significantly larger percent of staff used center 
child care in for-profit centers than nonprofits, 
in Colorado and North Carolina than in 
Connecticut,- and in Colorado than in 
California. There was an inverse relation 
between proportion of staff using center child 
care and the percentage of subsidized children 
enrolled, and a positive relation with existence 
of school-aged child care. Finally, a mean of 
approximately 32 hours per week of child care 
services were provided per staff person using 
care, with no significant differences by state, 
profit status, or scope of program, except that 
staff members used more hours of care in 
centers with a higher percentage of 
infants/toddlers. 

A separate analysis was completed to compare 
staff members making use of the staff child 
care discount with other staff members. On 
average, staff members using child care earned 
about $.50 per hour less than the mean wage 
for the sample as a whole. They were 
somewhat less likely to belong to a professional 
organization, they were more likely to be 



In the Staff Questionnaire staff members were 
asked about i"cc:ne earned from other jobs and 
other sources, as well as about their total 
household income. Only 15 ''the 1,423 
respondents (11 %) reported income from 
another job, with mean annual earnings of 
$5,359. Even fewer staff members, 77, 
reported they received income from other 
sources than wages, and the mean value of this 
income per recipient was $6,740. Mean 
household income was $26,835, but there was 
very large within-group variation (standard 
deviation of $17,567). Thus, altliough staff 
income from child care was not the only source 
of family income, sfaff members, on average, 
came from relatively low-income families 
(which suggests that in many cases they may 
not have lived in the same neighborhood where 
they worked). Although household income was 
significantly higher in Cormecticut and 
California than in Colorado and North 
Carolina, cost-of-living adjustments all but 
eliminated these differentials. Mean real 
household income was about $23,000, a bit 
lower in California and bit higher in 
Connecticut. Interestingly, there weie no 
effects of profit-status, indicating that both 
sectors hired from a similar socioeconomic 
pool of workers. For the only program scope 
variable affecting household income, household 
income was higher in centers with lower 
percentages of subsidized cliildren. 

An attempt was made to determine how 
dependent child care workers were on their 
earnings from child care. Because of 
difficulties with the data, it was not possible to 
estimate what percent of the staff depend on 
child care earnings as the primary source of 
household income. Results indicate, however, 
that for about half of the respondents to the 
Staff Questionnaire child care earnings 
accounted for less than half of household 
income. This indicates that a large percent of 
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child care staff were the secondary earners in 
their families. 

Finally, on average, some respondents reported 
considerable experience outside the early care 
and education field. For the whole sample, tlie 
mean number of years of experience outside 
the ECE field was 8.15, with a standard 
deviation of 7. 16 years, indicating wide 
variation among staff members within 
categories of centers. There were no 
significant differences between means. 

Staff Attachment to ECE 

Table 5.15 summarizes responses to the 
question about the main reason they chose to 
work in early care and education. Only 2% 
said they chose the work because it was the 
highest paying job available to them. Most 
staff, 65 % , responded that it was a desirable 
job, a chance to be with children, and a 
pleasant job environment; and 27% chose the 
field because they thought it was important 
work that someone needed to do. Only 2% 
said they chose it because of low working 
costs, and 4% because of flexible hours. 
There were no significant differences by state 
or sector in answers to this question. 

Only 24% of respondents reported belonging to 
professional organizations. A larger 
percentage of staff belonged to such 
organizations in California and Connecticut 
than in Colorado arid North Carolina, and in 
nonprofits than in for-profit centers. The 
higher the percentage of subsidized children 
and infants/toddlers the less likely staff were to 
belong to such organizations. 

For the sample as a whole, 33% of the staff 
reported that they were likely to leave within 
the next year, compared to 45 % in the National 
Staffing Study (Ibid., p. 56). Staff in centers 
in Connecticut reported they were less likely to 
leave than staff in Colorado and North 
Carolina. Staff in nonprofit centers considered 
themselves less likely to leave than staff in for- 
profit centers. Scope of center programs did 
not seem to affect staff views of staying on the 
job. 



When asked why they were likely to leave, 
they responded as follows: 32% for a higher 
paying job, 27% for a career change, 13% in 
order to go to school, and 27% for family 
reasons. That is, 72% of respondents likely to 
leave ECE reported they would be leaving to 
improve their labor market position. There 
were no significant differences by state or 
sector; however, there were significant 
differences in responses based on the 
percentage of subsic* zed children in the center. 



SmiMARY 

Wage and Benefit Comparisons with the 
National Child Care Staffing Study 

Wages in -this study as compared to wages 
reported in the National Child Care Staffing 
Study indicated that real earnings for staff did 
not rise between 1988 and 1993 (Whitebook et 
al; 1989, pp. 49,50). Mean wages for all 
teaching staff in 1988 were reported at $5.35 
per hour; they were $5.70 per hour for 
teachers, and $4.67 for assistants in the 
National Staffing Study. The National Staffmg 
Study collected data from Atlanta, Boston, 
Phoenix, and Seattle, cities that, on balance, 
have living costs and wages similar to the four 
regions in the current study. Given the 22.1 % 
cost-of-living increase between 1988 and 1993 
(Statistical Abstract of the United States, 1994, 
p.488), in 1993 prices the staffing study wages 
translate into $6.53 for teaching staff, $6.96 
for teachers, and $5.70 for assistants in 1993 
dollars. Real wages in the current study were 
5 % higher for all teaching staff and teachers, 
and exactly the same for assistants. Given the 
large standard deviations, these differences are 
statistically insignificant. Thus, similar to 
wages in general for the country, there was no 
significant increase in real wages for ECE staff 
in the five-year period. 

Both this study and the National Child Care 
Staffing Study results showed that the most 
common benefit received by staff is reduced 
fee child care. In this study directors reported 
that 74% of centers offered this benefit to 
teachers and that 59% offered it to assistant 
teachers and aides. This was a somewhat 
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higher percentage than reponed in the Staffing 
Study where 59.3% of full-time staff were 
eligible for the benefit (Whitebook et al., 1989, 
p. 53). A higher percent of centers in this 
study also reponed providing at least partially 
paid health insurance. In the Staffing Study 
42% of full-time staff had fully or partially 
paid insurance (Ibid., p. 53), compared to 64% 
and 49% of centers in this study for teachers 
and assistants, respectively. Table 5.16 
compares the percentage of centers providing 
other benefits and working conditions for full- 
time teaching staff in the Staffing Study and the 
present study (Ibid., pp.53-56). 

Major Findings 

Wages and Benefits 

>■ Teaching staff earned a mean wage of 
$6.89 per hour. Although wages differed 
significantly by state, when regional cost-of- 
living differences were eliminated, most of the 
differential disappeared except for relatively 
high wages in California and somewhat lower 
wages in North Carolina for assistants . 

Real wages for ECE staff do not appear to 
have changed since 1988. Between 1992 and 
1993, 21% of sampled centers gave no general 
pay increase, and wage increases in over half 
the centers failed to keep up with inflation. 

The most commonly provided benefit was 
reduced-fee child care: 75 % of centers 
provided this benefit for teachers, 59% for 
assistants, and 45% for part-time staff. This 
benefit, used by 14% of staff members, can 
actually increase the net revenue for centers 
operating at less than full capacity. 

The percent of ECE centers providing 
major benefits was comparable to national 
averages for all private industry (Statistical 
Abstract of the United States, 1992, p. 416). 
However, the ratio of benefit costs to wages 
was low, 18% compared to the national 
average of 23 % , indicating that lower wages in 
ECE were not compensated for by higher 
. benefits. 



32% of centers provided retirement benefits 
to full-time teachers and 24% provided them to 
full-time assistants, compared to 39% of 
companies nationally. 

64% of centers provided at least partially 
paid health insurance to full-time teachers, 
49% to full-time assistants, and 13% to part- 
time staff, compared to 52% of companies 
nationally. 

Paid maternity leave was only available at 
l5% of centers for full-time teachers, at 12% 
for full-time assistants, and only at 5% for 
part-time workers, compared to 3 % of 
companies nation-wide. 

Paid sick leave and paid vacations were 
common, provided by 85% for full-time 
teachers. Written contracts, however, were 
only used in 38% of centers for full-time 
teachers and in 28% of centers for assistants. 

Foregone Earnings and Staff Turnover 

>■ ECE staff, on average, earned less than the 
average woman with the same education. The 
foregone earnings was $5,238 per year for 
teachers, $3,582 for assistants, $4,348 for 
teacher-directors, and $3,198 for 
administrators. They were highest in 
Colorado. 

Raising teacher wages to at least $10.00 per 
hour or to the forecast wage of the teacher, 
whichever is higher, would require, on 
average, an increase of about $7500 per year 
in teacher salaries and $700 per year per child. 

The mean center annual staff turnover rate 
was 36%, but 13% of centers reported no staff 
turnover in the past year. Turnover rates were 
higher for all occupations in North Carolina 
and Colorado than in Connecticut and 
California. 

Staff Characteristics 

>■ On average, 22% of center staff were part- 
time. 
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On average, 28% of center teaching staff 
were assistants; however, the percentage varied 
widely . North Carolina centers had a lower 
percent of assistants to teachers than centers in 
Colorado and Connecticut. 

Most, 97%, staff members were female; 
they averaged 34 years old and 53% were 
married. 28% of staff members with children 
at home used child care at the center where 
they worked for an average of 32 hours per 
week. Mean household income was $26,835 
and only 1 1 % of staff members reported 
income from another job. Staff reported an 
average of eight years of work experience 
outside ECE. 

Most staff reported that they chose to work 
in ECE because it was a desirable job (65%) or 
that it was an important one (27%). However, 
only 24% of respondents reported belonging to 
a professional organization. One-third of the 
staff reported that they were likely to leave 
within the next year, most of them to improve 
their employment position. 

Regional and Labor Market Differences 

*■ Centers seem to draw workers from 
reasonably well functioning labor markets. 
Real wages were similar across regions with 
few exceptions. Most of the differences in 
mean forecasted wages is explained by 
differences in the four labor markets. The 
absence of any growth in real wages since 
1988 mirrored labor market behavior in 
general. Pay raises between 1992 and 1993 
reflected labor maiket conditions in the four 
states; the higher raises were in Colorado 
which was experiencing a tightening of the 
labor market; absence of pay raises or raises 
less than the inflation rate were more common 
in California and Connecticut where 
unemployment rates were substantial. 
Turnover rates were highest in Colorado and 
lowest in Connecticut. Lay-offs occurred 
mainly in California and Connecticut. 

Colorado staff provided the highest 
foregone earnings, particularly for higher- 
skilled occupations in for-profit centers. 



Sector Differences 

*■ Compared to nonprofit centers, for-profit 
centers paid significantly lower wages (about 
$1 per hour lower). They provided fewer 
retirement and health-related benefits, but a 
larger percent gave child care discounts to 
staff. 

For-profit centers seemed to be more 
responsive to labor market conditions. A 
higher percent of for-profit centers gave some 
wage increase between 1992 and 1993, and 
were more likely to use higher wages to recruit 
new staff. 

On average, for-profit centers used less 
part-time staff, and higher ratios of teachers to 
assistants, particularly in North Carolina. 

On average, forecast wages for staff were 
higher for all Job classifications for nonprofit 
centers than for-profit centers. Teachers and 
assistants in for-profit centers, as compared to 
nonprofit centers, had higher foregone 
earnings, because their lower actual pay more 
than compensated for their lower forecast 
wages. 

For-profit centers had higher turnover than 
nonprofit centers in all occupations except in 
California where turnover rates for teachers 
were higher for nonprofit than for-profit 
centers. 

For-profit centers hired younger staff, 
particularly in Colorado and North Carolina, 
and a higher percent were single. 

A higher percentage of staff in for-profit 
centers received reduced child care fees (53 % 
of those with children in Colorado and North 
Carolina). A smaller percent of staff belonged 
to professional organizations and a higher 
percent reported they were likely to leave their 
current job in the next year. 

Effects of Program Scope 

>■ Wages were higher for assistants in centers 
with a higher percent of subsidized children, 
and these centers were more likely to have 
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raised wages by at least 3%. Teachers and 
assistants tended to work more hours per week 
in these centers. These centers provided more 
retirement- and health-related benefits for full- 
time teaching staff, and were less likely to 
offer staff discounts for child care. Forecast 
wages and foregone earnings were lower. 
Staff mean household income was lower, staff 
were less likely to be members of professional 
organizations, and less likely to be thinking 
about quitting their jobs in the next year. 

► Wages were lower for teachers and higher 
for rdministrators for centers with a higher 
percent of infants/toddlers, and they were 
lower in centers with school-aged care. This 
suggests possible substitution of administrative 
expertise for staff skills as a way to contain 
costs. Teachers and assistants tended to work 
more hours per week in centers with a larger 
percent of infants/toddlers. Forecast wages 
were lower in centers with a larger percent of 
infants/toddlers, and with a school -aged 
program. Centers with a larger percent of 
infants/toddlers tended to hire younger staff 
and the staff were also less likely to belong to 
professional organizations. 

Center Use of the Low-Wage Labor Force 

*■ These data indicate that centers do hire 
workers from the low -wage labor force. This 
is a female-dominated field; a third of the staff 
were 24 years old or less and 35 % were 
single; they tend to come from low-income 
households, and a large percent appear to be 
secondary earners in the household. Centers 
attract mothers in need of child care who use 
center child care services, presumably at a 
discount. They hire part-time workers, and in 
Chapter 7, it will be revealed that more than a 
quarter of the staff have at most a high school 
education. Finally, a relatively small percent 
of staff belong to a professional organization 
and almost one quarter of the Staff 
Questionnaire respondents reported they 
expected to leave their jobs within the year to 
improve their labor market prospects. 

► The practice of hiring from the low-wage 
labor force is widespread throughout the 
industry. Nevertheless, there are state, sector. 



and scope differenct'.s. These practices are 
more common in Colorado and North Carolina 
than in Connecticut and California, in for-profit 
than in nonprofit centers, and for staff in 
infant/toddler rooms than in preschool rooms. 
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Chapter 5 Appendix 
Tables 



Table 5. 1 Hourly Wages from Director Interview and Staff Questionnaire 

Table 5.2 Comparison of Means of Nominal and Real Wages for All Teaching Staff by State 

and witliin State by Sector 

Table 5.3 Wage Increases 

Table 5.4 Hours Worked per Week by Occupation, Percent Part-time Staff, and 

Teacher/ Assistant Ratio 

Table 5.5 Teacher Benefits and Working Conditions, and Proportion of Centers with 

Collective Bargaining 

Table 5.6 Assistant Teacher Benefits and Working Conditions 

Table 5.7 Part-time Employment Benefits and Working Conditions 

Table 5.8 Staff Foregone Wages and Foregone Earnings 

Table 5.9 Forecast Wages for Teachers when Forecast Wage is at least $10.00 / hr.; (1) and 

Annual Cost per Teacher of Achieving a "Worthy Wage" 

Table 5. 10 Center Training Policies 

Table 5.11 Annual Turnover Rates 

Table 5.12 Relation between Center Staff Turnover Rates, Wages and Center Quality 

Table 5.13 Staff Characteristics: Marital Status, Age and Sex 

Table 5.14 Staff Characteristics: Number of Children, Use of Center Child Care, Hours 

Worked on Other Jobs and Income 

Table 5.15 Reasons Staff Chose to Work in ECE, Participation m Professional Organizations 

and Intentions to Remain in Their Jobs 

Table 5.16 Conaparison of Full-time Staff Benefits: Cost, Quality, Outcomes vs Staffmg Study 
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Chapter 6 

Classroom Process 

and Classroom Structure 

by LESUE PHIILIPSEN. DEBBY 
CRYER, & CAROLLEE HOWES 



OVERVIEW 

Indices of classroom process and classroom 
structure were examined to determine whether 
there were statistically significant differences 
related to state and sector. This chapter 
reports the analyses of state and sector effects 
on process and structural quality variables. 
These variables represent infonDation at two 
levels: the room and the center. Room-level 
data, typically, represent information collected 
through observations or information collected 
from teachers and assistants in the observed 
rooms. Center-level data represent infonDation 
collected from the center director or weighted 
averages for each of the two observed rooms. 
These weighted averages are weighted by the 
proportion of center FTE in the age group 
represented by the observed room. Since, 
whenever possible, an infant/toddler and a 
preschool room were observed in each center, 
the room-level data represents information by 
age-level of the children, that is, infant/toddler 
or preschool. 



Classroom Process 

Classroom process describes aspects of the 
overall quality of the services received by 
children. More specifically, classroom process 
refers to the way that children are cared for, 
such as the amount of warmth a caregiver 
shows for a child, or the emotional tone that is 
present in the classroom. The activities that 
are available for children to engage in, and the 
learning opportunities that are present, are also 
aspects of classroom process. Classroom 
process variables are factors of child care 
programs that are not easily regulated. The 
classroom process measures examined here 
include a process quality index, the Early 
Childhood Environment Rating Scale (ECERS; 
Hams & Clifford, 1980) and the 
Infant/Toddler Environment Rating Scale 
(ITERS; Harms, Cryer, & Clifford, 1990), the 
Caregiver Interaction Scale (Amett, 1989), the 
Adult Involvement Scale (Howes & Stewart, 
1987), the Peer Play Scale (Howes & 
Matheson, 1992), and the UCLA Early 
Childhood Classroom Observation Form 
(Stipek, Daniels, Galluzzo, & Milbum, 1992). 
In each case, variables were subjected to a 
two-way ANOVA in order to test the main and 
interactional effects of state and sector. The 
three program scope variables were then 
examined for their impact on the classroom 
process variable. 

Process Quality Index 

To create a single score to represent classroom 
process quality, a process quality index was 
created using principal component techniques. 
Principal components analyses (PCA) were 
performed including both the factor and the 
total scores from most of the measures of 
process quality (ECERS, ITERS, Caregiver 
Interaction Scale, and Adult Involvement 
Scale). The Peer Play Scale was not included 
because it was viewed as a measure of child 
outcomes rather than child care quality. The 
UCLA Early Childhood Observation Form and 
the Observation of Activities in Preschool 
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measures were not included because they were 
not used in, infant/toddler classrooms. The 
principal components analyses were conducted 
separately for the infant/toddler and preschool 
data. In both infant/toddler and preschool 
classrooms, high correlations were observed 
between the factor scores for each process 
quality measure and the total scores for each 
process quality measure. These high 
correlations indicated that process quality could 
be indexed by a single score. Thus, the final 
process index includes the total scores from the 
ECERS, ITERS, Caregiver Interaction Scale, 
and Adult Involvement Scale. Separate indices 
were also computed for infant/toddler and 
preschool classrooms. The index was scaled to 
a seven-point scale (similar to the ECERS and 
ITERS) with a range from l(inadequate, to 3 
(minimal), to 5 (good), and to 7 (excellent). 
Each center's process quality index is a 
weighted average of room-level indices, 
weighted by the percent of center FTE children 
in the given age-group. 

In this section, comparisons will be made using 
both the process index and its components. 
The mean process quality index score for the 
sample was a 4, indicating that the average 
quality of care was between minimal (3) and 
good (5). There were significant effects for 
both state and sector in the index and a 
significant state by sector interaction (see Table 
6.1). Analysis of the interaction revealed that, 
in the sample of all four states, profit sector 
only affected quality index scores in North 
Carolina, where nonprofit centers had higher 
process quality than for-profit centers. In the 
other three states, process quality did not vary 
by sector. California and Connecticut centers 
had higher process quality index scores than 
Colorado centers which in turn had higher 
scores than North Carolina centers. Program 
scope explained a significant proportion of the 
variance in process quality after sector, state, 
and their interaction were controlled. The 
presence of a before- and after-school program 
decreased process index scores. 

The process quality index was examined 
separately for infant/toddler and preschool 
rooms (see Table 6.2). For infant/toddler 
rooms, significant state and sector differences 



were found. California and Connecticut had 
higher index scores than North Carolina, and 
Connecticut had high index scores than 
Colorado. Nonprofit centers had higher index 
scores than for-profit centers. For 
preschoolers, significant effects for state and 
sector and a significant interaction between 
state and sector was found. Analysis of the 
interaction between state and sector revealed 
that sector played a role only in North 
Carolina, where nonprofit centers had higher 
quality index scores than for-profit centers. In 
the other three states, process quality did not 
vary by sector. California and Connecticut had 
higher index scores than Colorado and North 
Carolina. 

ECERS/ITERS Quality Factor Scores 

The ECERS factors, Appropriate Caregiving 
and Developmentally Appropriate Activities, 
both averaged about a 4, reflecting mediocre 
quality of care (halfway between minimal and 
good). There were significant effects for state 
and sector and a significant interaction between 
state and sector for both ECERS factors (see 
Table 6.1). For both factors, analysis of the 
interaction between state and sector revealed 
that profit sector played a role only in North 
Carolina, where nonprofit centers had higher 
scores than for-pront centers. In the other 
three states, Appropriate Caregiving and 
Developmentally Appropriate Activities scores 
did not vary by sector. For the Appropriate 
Caregiving factor. North Carolina had lower 
scores than the other three states, and Colorado 
had lower scores than California. For the 
Developmentally Appropriate Activities factor, 
North Carolina had lower scores than the 
California and Connecticut. Program scope 
explained significant additional variance in both 
the ECERS factors; the higher the proportion 
of infants in a center and the presence of a 
before- and after-school program decreased 
both Appropriate Caregiving and 
Developmentally Appropriate Activities scores. 
The ITERS Interaction factor averaged a 4, 
reflecting mediocre quality of care between 
minimal and good. The ITERS Activities 
factor averaged a 3, reflecting minimal quality 
of care. The ITERS Health factor averaged 
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2.5, reflecting below-minimal quality of care. 
There were significant state effects and a 
significant interaction between state and sector 
for the three ITERS factors (see Table 6.1). 
For the Interaction factor, analysis of the 
interaction between state and sector revealed 
that sector played a role only in North 
Carolina, where nonprofit centers had higher 
scores than for-profit centers. For the other 
three states. Interaction scores did not differ 
significantly by sector. For the Activities and 
Health factors, analysis of the interaction 
between state and sector revealed that sector 
played a role only North Carolina and 
Colorado, where nonprofit centers had higher 
scores than for-profit centers. In California 
and Connecticut, Activities and Health scores 
did not vary by sector. Analysis of the state 
differences revealed that, for the Interaction 
factor. North Carolina had lower scores than 
the other three states, and Colorado had lower 
scores than Connecticut. For the Activities 
factor. North Carolina had lower scores than 
the other three states, and Colorado had lower 
scores than Connecticut. For the Health 
factor. North Carolina had lower scores than 
the other three states, and California had lower 
scores than Colorado and Connecticut. Also, 
an effect for sector was found for the 
Interaction factor, with nonprofit centers 
scoring higher than for-profit centers; however, 
this was entirely due to the differences in 
North Carolina. Finally, program scope did 
not explain significant additional variance in 
any of the three ITERS factors. 

Caregiver Interaction Scale 

The Caregiver Interaction Scale assesses the 
caregiver-child relationship with four factors: 
Sensitivity, Harshness, Detachment, and 
Permissiveness. Responses to the items are 
indicated from never true (1) to often true (4). 
The Sensitivity and Permissive factors averaged 
a 3 . The Harshness and Detached factors 
averaged a 2. Th>;re were significant effects 
for state and sector and a significant interaction 
between state and sector for many of the 
factors (see Table 6.1). 



For caregiver Sensitivity, Harshness, and 
Detachment, sector played a role in North 
Carolina only, with caregivers in nonprofit 
centers displaying more sensitivity and less 
harshness and detachment than caregivers in 
for-profit centers. For the other three states. 
Sensitivity, Harshness, and Detachment scores 
did not vary by sector. For Permissiveness, 
sector played a role in Connecticut only, with 
caregivers in nonprofit centers displaying more 
permissiveness than caregivers in for-profit 
centers. For the other three states. 
Permissiveness scores did not vary by sector. 
State differences were found for caregiver 
Sensitivity, Harshness, and Detachment. For 
Sensitivity, Connecticut caregivers were more 
sensitive than California caregivers, who in 
turn were more sensitive than Colorado 
caregivers, who were more sensitive than 
North Carolina caregivers. For Harshness, 
North Carolina caregivers were more harsh 
than caregivers in the other three states. For 
Detachment, North Carolina caregivers were 
more detached than Colorado caregivers, who 
were more detached than caregivers in both 
Connecticut and California. Sector differences 
were found for caregiver Sensitivity and 
Detachment. Caregivers in nonprofit centers 
were more sensitive and less detached than 
caregivers in for-profit centers, again due 
entirely to sector differences in North Carolina. 
Program scope explained additional variance 
for caregiver sensitivity only, with the higher 
the proportion of infants in a center and the 
presence of a before- and after-school program 
decreasing Sensitivity scores. 

Caregiver Interaction Scores were examined 
separately for infant/toddlers and preschoolers 
(see Table 6.3). For infant/toddlers, 
significant state differences were found for 
Sensitivity and Detachment. Caregivers in 
California and Connecticut were more sensitive 
than caregivers in North Carolina, and 
caregivers in Connecticut were more sensitive 
than caregivers in Colorado. Caregivers in 
North Carolina were more detached than 
caregivers in California and Connecticut. For 
preschoolers, significant effects for state and 
sector and significant interactions between state 
and sector were found. Analyses of the 
interactions revealed that sector played a role 
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only in North Carolina, where caregivers in 
nonprofit centers were more sensitive, less 
harsh, and less detached than caregivers in for- 
profit centers. 

State differences for caregiver interactions in 
preschool classrooms were found for all four 
factors. For Sensitivity , Connecticut 
caregivers were more sensitive than caregivers 
in the other three states, and California 
caregivers were more sensitive than Colorado 
and North Carolina caregivers. For 
Harshness, North Carolina caregivers were 
more harsh than caregivers in the other three 
states. For Detachment, North Carolina 
caregivers were more detached than caregivers 
in California and Colorado, and Colorado 
caregivers were more detached than California 
caregivers. For Permissiveness, North 
Carolina caregivers were more permissive than 
caregivers in Colorado. Sector differences in 
preschool classrooms were found for 
Sensitivity and Detachment, with caregivers in 
nonprofit centers showing more sensitivity and 
less detachment than caregivers in for-profit 
centers, again, only in North Carolina. 

Adult Involvement Scale 

The Adult Involvement Scale uses time- 
sampled observations to measure the intensity 
of teacher-child involvement. The original six 
levels of the scale were collapsed into three 
levels of teacher behaviors. Percent Ignore 
reflects the proportion of time that teachers 
ignored the target children within 3 feet of 
them. Percent Low-Level refects the 
proportion of time that teachers interacted in a 
low-level manner (routine or minimal 
caregiving) with target children within 3 feet of 
them. Percent Responsive reflects the 
proportion of time that teachers interacted in a 
responsive manner (answering or extending the 
child's social bids, or holding or hugging the 
child} with target children within 3 feet of 
them. 

Teachers ignored target children an average of 
28% of the time they were within 3 feet of 
them. Teachers interacted with target children 
in a low-level manner an average of 35 % of 



the time they were within 3 feet of them. 
Teachers interacted with target children in a 
responsive manner an average of 34 % of the 
time they were within 3 feet of them. 

There were significant effects for state in all 
three of the adult involvement scores, and one 
effect for sector (see Table 6.1). For Percent 
Ignore, Connecticut adults spent a lower 
proportion of their time ignoring target 
children than adults in the other three states. 
For Percent Low-Level, Cormecticut adults 
spent a lower proportion of their time engaging 
in low-level involvement with target children 
than adults in California, and Colorado adults 
spent a lower proportion of their time engaging 
in low-level involvement with target children 
than adults in California and North Carolina. 
For Percent Responsive, Connecticut adults 
spent a higher proportion of their time 
engaging in responsive involvement with target 
children than adults in California, and North 
Carolina adults spent a higher proportion of 
their time engaging in responsive involvement 
with target children than adults in Colorado. A 
sector difference was found for Percent 
Responsive, with adults in nonprofit centers 
spending a higher proportion of their time 
engaging in responsive involvement with target 
children than adults in for-profit centers. 
Program scope explained significant additional 
variance in the proportion of Low-Level and 
Responsive involvement. The higher the 
proportion of infants in a centei , the lower the 
proportion of low-level involvement with target 
children and the higher the proportion of 
responsive involvement with target children. 

Adult involvement was examined separately for 
infant/toddlers and preschoolers (see Table 
6.4). For infant/toddlers, significant state and 
sector differences were found. For Percent 
Ignore, Connecticut adults spent a lower 
proportion of their time ignoring target 
children than adults in the other three states. 
For Percent Low-Level, California adults spent 
a lower proportion of their time engaging in 
low-level im.'olvement with target children than 
adults in Colorado. For Percent Responsive, 
Connecticut adults spent a higher proportion of 
their time engaging in responsive involvement 
with target children than adults in Colorado 
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aii.d North Carolina, and California adults spent 
'a ^igher propomon of their time engaging in 
'^^oonsive involvement with target children 
than adults in Colorado. Sector differences 
were found for Percent Low-Level and Percent 
Responsive, with adults in nonprofit centers 
engaging in more responsive involvement and 
less low-level involvement than adults in for- 
profit centers. 

For preschoolers, significant state and s«:tor 
differences were found. For Percent Ignore, 
Connecticut adults spent a lower proponion of 
their time ignoring target children than adults 
in California and Nonh Carolina. For Percent 
Lcw-IwCvel, California adults spent a lower 
proportion of their time engaging in low-level 
involvement with target children than adults in 
Colorado. For Percent Responsive, 
Connecticut adults spent a higher proportion of 
their time engaging in responsive involvement 
with target children than adults in Colorado 
and North Carolina. Sector differences were 
found for Percent Responsive, with adults in 
nonprofit centers engaging in more responsive 
involvement with target children than adults in 
for-profi'. centers. 

Peer Play 

Peer play vas measured by time-sampled 
observations of the percent of time that 
children engaged in Unoccupied, Solitary, High 
Social, and Pretend Play. Observations took 
place during times when children were 
relatively free to interact with peers. Age was 
adjusted prior to the analyses. On the average, 
observed children were unoccupied 1 % of the 
time; they were engaged in solitary play 25% 
of the time; they weri', engaged in high social 
play 35% of the time; and they were engaged 
in pretend play with peers 4% of the time. 
This figure for pretend play is low when 
compared to normative samples (Howes & 
Matheson, 1992). 

There were significant effects for state in peer 
play (see Table 6.5). The highest meau level 
of peer play was in California follov/cd '\y 
Connecticut, followed by North Carolina, and 
then Colorado. Children in Connecticut iiad a 



higher proportion of time spent in unoccupied 
behavior than children in the other three states. 
Children in North Carolina had a lower 
proportion of time spent in solitary behavior 
than children in the other three states. 
Children in Colorado had a lower proportion of 
time spent in high social play than children in 
the other three states. Children in California 
had a higher proportion of time spent in 
pretend play than children in the other three 
states. Program scope explained additional 
variance in high social and pretend play . A 
higher proportion of subsidized children in the 
center decreased the proportion of time that 
children spent in high social and pretend play. 

Child-centered Emphasis 

The UCLA Early Childhood Classroom 
Observation Form measures a program's child- 
centered emphasis. This measure distinguishes 
between didactic and child-centered preschool 
classrooms. Centers that are more child- 
centered and less didactic are considered to be 
developmentally appropriate for young 
children. There were significant effects for 
stale and sector and significant state by sector 
interactions for many of the child-centered 
emphasis variables (see Table 6.6). For 
academic emphasis, child-initiated activities, 
and discipline, analyses of the state by sector 
interactions revealed that sector played a role 
only in North Carolina, with nonprofit centers 
having less academic emphasis, more child- 
initiated activities, and less discipline than for- 
profit centers. For the other three states, 
scores of academic emphasis, child-initiated 
activities, and discipline did not vary by sector. 
For the state by sector interaction for 
performance pressure, sector played a role in 
North Carolina and Connecticut, with nonprofit 
centers placing less perfor..iance pressure on 
children than for-profit centers. In California 
and Colorado, performance pressure did not 
vary by sector. 

State differences were found for academic 
emphasis, discipline, evaluation, and 
performance pressure. Connecticut centers 
empnasized academics less than California and 
North Carolina centers. North Carolina 
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centers used discipline, emphasized evaluation, 
and placed performance pressure on children 
more than centers in the other three states. 
Sector differences wer'", found for academic 
emphasis, with nonprotlt centers in North 
Carolina emphasizing academics less than for- 
profit centers. Program scope did not explain 
additional variance in any of the child-centered 
emphasis variables. 

Types of Children 's Classroom Experience 

The type of experiences preschool -aged 
children had in the classrooms was measured 
using the Observations of Activities in 
Preschool (Palacios & Lera, 1991). Data 
collectors coded various aspects of children's 
activities during five hourly observations, 
including the teacher's role, the teacher-child 
relationship, the socieJ organization of the 
child, the type of activity in which the child 
was involved, the content area into which the 
activity could be classified, and the form of 
expression the child used during the activity. 

Cluster analyses were completed using the 
variables which were considered to best 
describe the teachers' style in organizing the 
classroom, including the role of the teacher, 
tile teacher-child relationship, and the social 
orgaiiization of the child. Two clusters 
emerged from these analyses that were 
somewhat similar to those found in an analysis 
completed in Spain and related to overall 
classroom global quality (Palacios & Lcra, 
1991). One cluster consisted of 175 
classrooms in which whole class activities were 
much more likely, whereas the other cluster 
consisted of 257 classrooms in which the whole 
group, small group, and individual activities 
tended to be about equally likely. 

The two clusters were then compared on the 
summary measures of classroom process 
quality. The analyses indicated that the cluster 
which had more whole class activities (Cluster 
2) tended to have somewhat lower levels of 
quality as indicated by the process index score, 
the ECERS, the Caregiver Interaction Scale, 
the Adult Involvement Scale, and the UCLA 
Early Childhood Classroom Observation Form 



(see Table 6.7). No state or sector differences 
were found in either cluster. 

Relations Among Measures of Classroom 
Process 

Correlations were computed between selected 
measures of classroom process (see Table 6.8). 
In general, the process index, the ECERS, 
ITERS, and the Caregiver Interaction Scale 
measures were highly con'elated with each 
other. The Adult Involvement and Peer Play 
Scales were not highly related with each other 
nor with the other measures of process quality. 

Classroom Structure 

Classroom structure refers to aspects of 
programs that are generally amenable to 
regulation because they are relatively easy to 
observe and measure. Classroom structure 
variables are a part of the inputs in the 
production of quality early care and education 
services. The classroom structure variables 
examined here include ratio, group size, 
teacher education, specialized training, prior 
child care experience, and tenure in the center. 
For many of these variables, there were 
multiple sources of data: information supplied 
by the center director during the Director 
Interview, information supplied by the teachers 
and assistants in the Staff Questionnaire, and 
information supplied by classroom 
observations . Results for all of the information 
collected are reported. In each case, variables 
were subjected to a two-way ANOVA in order 
to test the main and interactional effects of 
state and sector. The three program scope 
variables were then examined for their impact 
on each classroom structure variable. 

Ratios 

Four observed and three reported adult-child 
ratio variables were calculated. Observed ratio 
variables were collected in observed classrooms 
with the Observations of Activities in Preschool 
instrument (Palacios & Lera, 1991). The four 
observed ratios included the average ratio (of 
five observations completed throughout most of 
the day), the midmoming ratio, the indoor 
ratio, and the outdoor ratio. Ratios reported in 
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the Director Interview were for 
infants/toddlers, preschoolers, and 
kindergarten/school-aged children. 

Observed Staff-child Ratios 

The average adult-child ratio across the day 
was .18, or about six children per adult. The 
average midmoming adult-child ratio was .19, 
or about five children per adult. The average 
inside adult-child ratio was .18, or about six 
children per adult. The average outside adult- 
child ratio was .15, or about seven children per 
adult. There were significant main effects for 
state and sector for all four center-weighted 
observed ratios (see Table 6.9). For the 
average adult-child ratio across the day and the 
outside adult-child ratio, Connecticut centers 
had fewer children per adult than centers in the 
other three states. For the midmoming adult- 
child ratio, Connecticut and Colorado C3nicrs 
had fewer children per adult than North 
Carolina centers. For the indoor adult-child 
ratio, Connecticut centers had fewer children 
per adult than North Carolina centers. For all 
center-weighted observed ratios, nonprofit 
centers had fewer children per adult than for- 
profit centers. For all center-weighted 
observed ratios, proj,ram scope explained a 
significant proportion of the variance after 
sector, state, and their interaction were 
controlled. For each ratio, increasing the 
proportion of infant/toddler enrollment 
increased the number of adults per child in the 
weighted center average. 

Examining the observed midmoming ratio 
separately for infant/toddlers and preschoolers, 
the average midmoming adult-child ratio for 
infant/toddlers was .28, or about four children 
per adult (see Table 6. 10). Califomia and 
Connecticut had fewer infant/toddlers per adult 
than Colorado and Nonh Carolina. Program 
scope did not explain additional variance in the 
midmoming ratios for infant/toddlers. 

The average midmoming adult-child ratio for 
preschoolers was .16, or about six children per 
adult. Connecticut and Colorado had fewer 
preschoolers per adult than Califomia and 
North Carolina. Nonprofit centers had fewer 



preschoolers per adult than for-profit centers. . 
Program scope variables explained a significant 
proportion of the variance after sector, state, 
and their interaction were controlled in 
preschool midmoming ratios. Preschool 
midmoming ratios improved (the number of 
children per adult decreased) with increases in 
the proportion of infant/toddler enrollment. 

Reported Ratios 

The average adult-child ratio, across all age 
groups, reported by center directors was .15, 
or about 6 children per adult (see Table 6.11). 
The average reported adult-child ratio for 
infants/toddlers was .26, or about four children 
per adult. The average reported adult-child 
ratio for preschoolers was .14, or about seven 
children per adult. The average reported adult- 
child ratio for kindergarten/school-aged 
children was .09, or about 11 children per 
adult. There were significant effects for state 
for all reported ratios, and for sector for three 
of the four reported ratios. There was an 
interaction between sector and state for 
reported kindergarten/school-aged ratios. 
Analysis of the interaction revealed that sector 
played a role only in Connecticut, with 
nonprofit centers reporting fewer children per 
adult than for-profit centers. 

Findings were generally consistent with the 
ratios allowed for by the four states' more and 
less stringent child care regulations. For the 
average reported adult-child ratio , Connecticut 
centers reported fewer children per adult than 
Colorado centers, v/ho in tum reported fewer 
children per adult than Califomia and North 
Carolina centers. For infant/toddlers, 
Connecticut centers reported fewer children per 
adult than Califomia and Colorado centers, 
who in tum reported fewer children per adult 
than North Carolina centers. For preschoolers, 
Connecticut centers reported fewer children per 
adult than Colorado centers, who in turn 
reported fewer children per adult than 
Califomia centers, who in tum reported fewer 
children per adult than North Carolina centers. 
For kindergarten/school-age children, 
Connecticut, Califomia, and Colorado centers 
reported fewer children per adult than North 
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Carolina centers. Nonprofit centers reported 
fewer children per adult for the average adult- 
child ratios and for preschoolers and 
kindergarten/school-age children. 

Program scope variables explained a significant 
proportion of the variance after sector, state, 
and their interaction were controlled in all four 
reported ratios. The average (across all ags 
groups) reported ratio declined (the number of 
children per adult increased) when the 
proportion of infants in the center increased. 
Infant/toddler reported ratios decreased (the 
number of children per adult increased) with 
decreases in the proportion of infants in the 
center. Preschool and kindergarten/school-age 
reported ratios improved (the number of 
children per adult decreased) with increases in 
the proportion of infants in the center. 

Group Size 

Four variables were calculated relating to 
observed group size: the average group size, 
the midmoming group size, the inside group 
size, and the outdoor group size. The average, 
midmoming, and inside group size was about 
13 children. The outside group size was about 
18. The center-weighted observed average and 
outside group sizes varied significantly by 
state. No differences in group sizes were 
discovered for sector (see Table 6.12). 
California centers had larger average group 
sizes than centers in the other three states, and 
California centers' outside group sizes were 
larger than those in Connecticut and North 
Carolina. 

Program scope variables explained a significant 
proportion of the variance after sector, slate, 
and their interaction were controlled in all 
center-weighted observed group sizes. In all 
observed center-weighted group size measures, 
group size decreased as the proportion of 
infants in the center increased. This is not 
surprising since in all four states regulation 
requires smaller group sizes for the youngest 
children in care. Midmoming group sizes 
decreased when the center had before- and 
after-school programs. 



Examining the midmoming group size 
separately for infant/toddlers and preschoolers, 
the average midmoming group size for 
infant/toddlers was 8 children (see Table 6.13). 
Group size did not vary by state or sector. 
Infant/toddler group sizes decreased as the 
proportion of subsidized children enrolled in 
the center increased. 

The average midmoming group size for 
preschoolers was about 14 children. Preschool 
group size did not vary by state or sector. 
Preschool group sizes decreased as the 
proportion of infant enrollment increased and 
also when the center had before- and after- 
school programs. 

Early Childhood Education and Training 

Information about early childhood education 
(ECE) training was examined from two 
sources. First, ECE training was reported by 
center directors in the Director Interview and 
measured by an interval scale ranging from no 
training to a graduate degree. On the scale, a 
1 designated no training, a 2 designated in- 
service at the center, a 3 designated workshops 
in the community or at professional meetings, a 
4 designated courses in high school or 
vocational school, a 5 designated Child 
Development Associate (CD A) training, a 6 
designated courses in college, a 7 designated an 
A A in ECE or child development, an 8 
designated a RN degree, a 9 designated a 
BA/BS degree, a 10 designated graduate 
courses, and an 1 1 designated a graduate 
degree. 

Tlie modal ECE training for teachers and 
teacher-directors was courses in college. The 
modal ECE training for assistant teachers was 
Child Development Associate (CD A) training. 
There were significant effects for both state 
and sector in the ECE training reported by 
directors (soe Table 6,14). A significant state 
by sector interaction was found for ECE 
training for teachers. Analysis of the 
interaction revealed that sector played a role in 
Connecticut and North Carolina only , with 
teachers in nonprofit centers in these states 
having more ECE training that teachers in for- 
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profit centers. In California and Colorado, 
ECE training for teachers did not vary by 
sector. State effects were found for all three 
types of staff. Teachers in California and 
Connecticut had more ECE training than 
teachers in Colorado and North Carolina. 
Assistant teachers in California, Connecticut, 
and North Carolina had more ECE training 
than assistant teachers in Colorado. Teacher- 
directors in California, Connecticut and 
Colorado had more ECE training than teacher- 
directors in North Carolina. Teachers and 
teacher-directors in nonprofit centers had more 
ECE training than teachers and teacher- 
directors in for-profit centers. Higher 
proportions of infants in a center and the 
presence of a before- and after-school program 
were associated with less ECE training for 
teachers. 

Second, teachers in observed classrooms also 
reported about their ECE training in the Staff 
Questionnaire (these results are not tabled). 
Generally, teaching staff in observed 
classrooms reported having more ECE training 
than had been reported for teaching staff in all 
classrooms by center directors. However, the 
results are similar to those reported above 
which were based on reports by center 
directors. The modal ECE training for both 
teachers and assistant teachers in both 
infant/toddler and preschool classrooms was an 
Associate of Arts (AA) degree in ECE or child 
development. There were significant effects 
for sector, state, and age group in ECE 
training for teachers, as well as a significant 
interaction between sector and age group. 

There were differences in training between 
staff in infant/toddler rooms and preschool 
rooms. Preschool teachers reported having 
more ECE training than infant/toddler teachers 
(F (1,658)= 10.64, E < -01). Teachers in 
Connecticut and California reported having 
more ECE training than teachers in Colorado 
who reported having more training than 
teachers in North Carolina (F (3,658) =20.47, 
£ < .001). Teachers in nonprofit centers had 
more ECE training than teachers in for-profit 
centers (F(l,658)=4. 81, E <.05). There 
was a significant interaction for state in teacher 
ECE training (F (5,658)=3.63, e < .05), such 



that, for infant/toddler classrooms only, 
teachers in nonprofit centers had more ECE 
training than teachers in for-profit centers. 
Assistant teachers in Connecticut and 
California had more ECE training than 
assistant teachers in Colorado and North 
Carolina (F (3 ,443) =5.78, E < .05). 

An analysis was completed to compare the 
educational level of the teaching staff in this 
study with the educational level of teaching 
staff in two prior studies (see Figure 6.1). The 
1977 data comes from the National Day Care 
Study (Ruopp, Travers, Glantz, & Coelen, 
1979) and was collected in Atlanta, Detroit, 
and Seattle. The 1 988 data comes from the 
National Child Care Staffing Study (Whitebook 
et al., 1990) and was collected in Atlanta, 
Detroit, Seattle, Boston, and Phoenix. The 
proportion of teaching staff with college 
degrees appears to have remained stable. The 
proportion of teaching staff with some college 
increased from 1977 to 1988 but decreased 
between 1988 and 1993. The proportion of 
teaching staff with a high school education or 
less decreased from 1977 to 1988 but increased 
again from 1988 to 1993. 

Formal Education 

Information about formal education was 
examined from two sources, from directors 
(during the Director Interview) and from 
classroom staff through Staff Questionnaires. 
Formal education of teaching staff was 
reported by directors in years of school 
completed. The average number of years of 
formal education completed by teachers was 
14, or two years beyond high school (see Table 
6.15). The average number of years of formal 
ed'ication completed by assistant teachers was 
1 j, or one year beyond high school. The 
average number of years of formal education 
completed by teacher-directors was 15, or thrfje 
years beyond high school . 

There were significant effects for state and 
sector for the formal education of teachers and 
teacher-directors as reported by the director. 
There was an interaction between sector and 
state for teachers' formal education. Analysis 
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of the interaction revealed that sector played a 
role in teachers' formal education only in 
Connecticut and North Carolina, with teachers 
in nonprofit centers having more formal 
education than teachers in for-profit centers. 
In California and Colorado, teachers' formal 
education did not vary by sector. Teachers and 
teacher-directors in Colorado and Connecticut 
had more formal education than teachers in 
California, whose teachers in turn had more 
formal education than teachers in North 
Carolina. Teachers and teacher-directors had 
more formal education in nonprofit centers than 
in for-profit centers. Program scope variables 
predicted significant variance in both teachers' 
and assistant teachers' formal education. The 
formal education of teachers decreased with 
increases in the proportion of infant/toddler 
enrollment and with the presence of before- 
and after-school programs. The formal 
education of assistant teachers decreased with 
increases in the proportion of infant/toddler 
enrollment, with increases in the proportion of 
subsidized children, and with the presence of 
before- and after-school programs. 

Teachers and assistant teachers in observed 
classroom'., also reported their formal education 
in the Staff Questionnaire (see Table 6.16). 
Formal education was measured on an interval 
scale, with 1 designating some high school, 2 
designating a high school diploma or GED, 3 
designating some college courses, 4 designating 
Children's Center Permit (California only), 5 
designating a two-year college degree, 6 
designating a four-year college degree, 7 
designating some graduate school courses, and 
8 designating a graduate degree. Generally, 
teachers of infant/toddlers and assistant 
teachers of preschoolers reported having less 
formal education than teachers of preschoolers. 
The modal formal education for teachers and 
assistant teachers in infant/toddler classrooms 
was some college courses. The modal formal 
education for teachers in preschool classrooms 
was a two-year college degree. The modal 
formal education for assistant teachers in 
preschool classrooms was som.e college 
courses. Staff reports of formal education 
were somewhat higher than directors' reports. 



There were significant main effects for sector, 
state, and age group in the years of formal 
education reported by teachers and significant 
main effects for sector and age group in the 
years of formal education reported by assistant 
teachers. Teachers in Connecticut reported that 
they had more fon^idl education than teachers 
in California and Colorado who had more 
formal education than teachers in North 
Carolina. Teachers and assistant teachers in 
for-profit centers reported that they had less 
formal education than their counterparts in 
nonprofit centers. Teachers and assistant 
teachers in infant/toddler classrooms reported 
that they had less formal education than their 
counterparts in preschool classrooms. 

Prior Child Care Experience 

The four states varied in regulation about the 
amount of experience, if any, that was required 
of teaching staff. North Carolina and 
California did not have any requirements for 
prior experience for any teaching staff while 
Colorado (for all teaching staff) and 
Connecticut (for all but teacher assistants) 
allowed experience and training/education to be 
used in combination or as substitutes for one 
another. Both center directors and teaching 
staff in observed classrooms provided 
information on prior experience in child care. 
Center directors reported teachers to have had 
an average of 4 years of prior child care 
experience, assistant teachers, 2 years, and 
teacher-directors, 5 years of prior experience 
(see Table 6.17). There were significant 
effects for state for teachers' prior experience, 
and there were significant effects for sector in 
assistant teachers' and for teacher-directors' 
prior experience. Teachers in California, 
Colorado, and Connecticut had more prior 
experience than teachers in North Carolina. 
Assistant teachers and teacher-directors in 
nonprofit centers had more prior experience 
than assistant teachers and teacher-directors in 
for-profit centers. Program scope did not 
explain additional variance in prior experience. 

Teachers and assistant teachers also reported 
their prior experience in child care in the Staff 
Questionnaire. Teachers in infant/toddler 
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classrooms reported that they had an average 
of 9 years of prior child care experience (see 
Table 6.18). Assistant teachers in 
infant/toddler classrooms reported an average 
of 5 years of prior experience. Teachers in 
preschool classrooms reported an average of 9 
years of prior experience. Assistant teachers in 
preschool classrooms reported an average of 7 
years of prior experience. Staff reports of 
prior child care experience were somewhat 
higher than directors' reports. There was a 
significant state effect in teacuers' years of 
prior experience and a significmt effect for age 
group in assistant teachers' reports of prior 
experience. There were significant sector 
effects for both teachers' and assistant teachers' 
reports of prior experience. According to staff 
reports, teachers in Connecticut had more prior 
experience than teachers in the other three 
states. Assistant teachers in preschool 
classrooms had more prior experience than 
assistant teachers in infant/ toddler classrooms. 
Teachers anc assistant teachers in nonprofit 
centers had more prior experience than 
teachers and assistant teachers in for-profit 
centers. 

Tenure in Center 

Data on tenure of teachers, 35sistant teachers 
and teacher-directors in centers was reported 
by center directors during completion of the 
Director Interview. Tenure was reported as 
the number of months each staff member had 
been employed at the center. Information on 
tenure was also collected using the Staff 
Questionnaire. 

For all centers in the four states, according to 
the director, teachers had worked at the center 
an average of 43 months, or about 3 and a half 
years (see Table 6. 19). Assistant teachers 
averaged 26 months, or about 2 years. 
Teacher-directors averaged 64 months, or 
about 5 years. There were significant effects 
for state and sector for center-weighted average 
months of tenure for teachers, assistant 
teachers, and teachers directors. 

There was also a significant interaction 
between state and sector for teachers. Analysis 



of this interaction revealed that sector played a 
role in teacher tenure only in Connecticut and 
North Carolina, with teachers in nonprofit 
centers having more tenure than teachers in 
for-profit centers. In California and Colorado, 
teacher tenure did not vary by sector. 
California and Connecticut teachers and teacher 
assistants had more tenure than their 
counterparts in Colorado and North Carolina. 
Teacher-directors in Connecticut had more 
tenure than teacher-directors in Colorado and 
North Carolina. Teachers, teacher assistants, 
and teacher-directors in nonprofit centers had 
more tenure than their counterparts in for- 
profit centers. Program scope explained 
significant additional variance in tenure. 
Tenure for teachers, assistant teachers and 
teacher-directors increased as the 'jroportion of 
infant enrollment decreased. Tenure increased 
for assistant teachers and decreased for teacher- 
directors as the proportion of subsidized 
children increased. 

Information on tenure provided by teachers and 
assistant teachers in observed classrooms did 
not differ substantially from that reported by 
center directors. Teachers in infant/toddler 
classrooms reported an average of 33 months, 
or almost 3 years tenure at the center (see 
Table 6.20). Assistant teachers in 
infant/toddler classrooms reported 7 months. 
Teachers in preschool classrooms reported 52 
months, or about 4 years. Assistant teachers in 
preschool classrooms reported 32 months, or 
almost 3 years. There were significant effects 
for state, sector, and child age group in the 
months of tenure reported by staff in observed 
classrooms. 

Teachers in California and Coimecticut 
reported longer tenure than teachers in North 
Carolina, who reported longer tenure than in 
Colorado. Assistant teachers in California and 
Connecticut reported longer tenure than 
assistant teachers in North Carolina and 
Colorado. Preschool teachers and assistant 
teachers reported longer tenure than 
infant/toddler teachers and assistant teachers. 
Teachers and assistant teachers in nonprofit 
centers reported longer tenure than teachers 
and assistant teachers in for-profit centers. 
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Relations Among Measures of Classroom 
Structure 

Correlations were computed between selected 
measures of classroom structure (see Table 
6.21). As would be expected, adult-child 
ratios and group size were negatively 
associated with each other. Also, ECE 
training, formal education, and prior 
experience were positively associated with each 
other. 



DISCUSSION 

In general, we found that the levels of process 
quality required to support children's 
development are not being met by most child 
care centers. While there was a great deal of 
variation in the sample of 401 centers, the 
mean score on the process quality index was 
4.0, a full point below what is considered to be 
good quality by early childhood professionals. 

Infant and toddler care is of grave concern. 
Quality in rooms caring for infants and toddlers 
was substantially lower than in rooms caring 
for older children. The average ITERS 
Interaction factor score was about a 4, the 
average Activities factor score was about a 3, 
and the average Health factor score was 2.5. 
For infants/toddlers, an ITERS score below 3 
indicates that the health and welfare of these 
very young and vulnerable children is only 
minimally met. There is a lack of warm, 
supportive relationships with caring adults - 
children are rarely held, cuddled, or talked to. 
There is little use of toys and other materials 
that encourage physical, social, emotional, and 
intellectual growth. 

Health and safety practices were especially 
problematic in infant/toddler classrooms. The 
areas of health practice observed included 
meals/snacks, diapering/toileting, personal 
grooming for children, and general health 
practice. A score of 1 indicates that the 
procedures were not handled in a sanitary way 
to avoid the spread of germs. The low mean 
score for the Health and Safety factor in 
infant/toddler classrooms indicates that most 
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children were at considerable risk in the 
majority of classrooms. 

Process quality for preschool-age children was 
found to be somewhat better. Both the ECERS 
Appropriate Caregiving and the 
Developmentally Appropriate Activities factor 
scores were about a 4, indicating a level of 
care that is considered to be mediocre by early 
childhood professionals. 

Comparing the quality data from this study to 
the National Child Care Staffing Study data, 
collected in 1988 (Whitebook, et al., 1990), we 
see no indications of progress towards higher 
quality in the five intervening years. ECERS 
factor scores for preschool groups in 1988 
were 4.4 for the Appropriate Caregiving factor 
and 3.6 for the Developmentally Appropriate 
Activities factor. In this study, the mean 
ECERS scores for preschool groups were 4.4 
for the Appropriate Caregiving factor and 3.8 
for the Developmentally Appropriate Activities 
factor. 

For infants and toddlers, there may have been 
a decline over the five years in the quality of 
care and education children receive. 
Converting this data to the ITERS factors used 
in the NCCSS, the NCCSS reported ITERS 
Appropriate Caregiving factor scores of 4.2 
and 4.1 for infants and toddlers, respectively, 
while for this study the ITERS Appropriate 
Caregiving factor score for the combined group 
of infant/toddlers was 3.6. The NCCSS scores 
for the ITERS Developmentally Appropriate 
Activities factor were 3.2 for infants and 3.6 
for toddlers while for this study, the score for 
the combined group of infants/toddlers was 
3.1. 

State differences were found in both the 
classroom process and classroom structure 
analyses. These differences appear to be 
associated with child care regulation. 
Connecticut had the most stringent and North 
Carolina the least stringent child care 
regulation at the time of data collection. State 
and sector also interacted to influence 
classroom process quality. In California, 
Colorado, and Connecticut, nonprofit and for- 
profit centers had similar scores on the process 
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index and its components. However, in North 
Carolina, nonprofit centers had higher process 
quality than for-profit centers. 

Aspects of program scope had some impact on 
classroom process. The proportion of infants 
enrolled at the center and the presence of a 
before- and after school program affected the 
process quality index, the ECERS factors. 
Caregiver Sensitivity, and Adult Involvement. 
In general, the higher the proportion of infants 
enrolled at the center and the presence of a 
before- and after-school program, the lower the 
process quality was in the classroom. 

Prior research has related the structural 
variables of ratios and group sizes to other 
aspects of child care quality. For example, 
classrooms with fewer children per adult have 
been found to have higher process quality (e.g. 
Kontos & Fiene, 1987), more sensitive teacher 
behaviors (e.g. Biemiller, et al., 1976; Howes, 
1983; Howes & Rubenstein, 1985; Whitebook, 
et al., 1990), and better child development 
outcomes (e.g. Phillips & Howes, 1987; 
Howes & Olenick, 1986; Ruopp, et al., 1979). 
Centers with smaller group sizes have been 
linked with mor . positive caregiver and child 
behaviors (Howes, 1983; Howes & Rubenstein, 
1985; Kontos and Fiene, 1987; Ruopp, et al., 
1979). 

The ratios and group sizes found in this study 
are similar to those observed in the National 
Child Care Staffing Study (Whitebook, et al., 
1990). They vary considerably by state and 
are consistent with the differences in stringency 
of child care standards and monitoring in the 
four states. In most of the observed and 
reported ratios, fewer children per adult were 
found in Connecticut than in the other states, 
and the most children per adult were found in 
North Carolina, with CaJifomia and Colorado 
falling in between the other two states. 
California had larger group sizes than the other 
three states. This finding is consistent ..ith 
California's lack of regulation for group sizes 
for child care centers. In terms of sector 
differences, nonprofit centers had greater adult- 
child ratios (fewer children per adult) than for- 
profit centers. 



Another aspect of classroom structure is the 
training, education, and experience of the staff 
who work with children. The amount of ECE 
training and formal education has been found 
to be related to more positive teacher behaviors 
(e.g. Amett, 1989; Berk, 1985; Howes, 1983; 
Ruopp, et al., 1979; Whitebook, et al., 1990) 
and to better child development outcomes (e.g. 
Clarke-Stewart & Gruber, 1984; Howes & 
Olenick, 1986; Ruopp, et al., 1979; Vandell & 
Powers, 1983; Whitebook, et al., 1990). 
There are mixed findings about the relationship 
between teacher's prior child care experience 
and quality of care. Some work has reported 
that more experienced caregivers behave more 
positively toward the children they care for 
(Howes, 1983), while others have found 
experience to be linked with less positive 
caregiver behavior (Ruopp, et al., 1979), 

The levels of staff training, education, and 
experience found in this study varied 
considerably by state. North Carolina's child 
care regulations for ECE training and formal 
education are the least stringent of all the states 
sampled in this study. Consistent with this 
regulatory difference, the staff in North 
Carolina generally had less ECE training and 
formal education than staff in the other states. 
Overall, California and Connecticut had staff 
with the most ECE training and formal 
education. The four states varied in their 
regulations about the amount of prior child care 
experience required of teaching staff. North 
Carolina and California did not have any 
requirement for prior experience for any 
teaching staff while Colorado (for all leaching 
stafO and Connecticut (for all but teacher 
assistants) allowed experience and 
training/education to be used in combination or 
as substitutes for one another. Overall, the 
findings with regard to prior experience were 
somewhat consistent with the variations in child 
care regulation across the states. The state 
with the lowest level of teachers' prior 
experience (North Carolina) also had no 
requirement for experience. 

Sector differences were also found in the 
training, education, and experience of the staff 
who work with children. Teachers and 
teacher-directors in nonprofit centers generally 
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had more ECE training, formal education, and 
prior experience in child care than the teaching 
staff in for-profit centers. 

The final measure of classroom structure was 
staff tenure at the center. High teacher 
turnover is a large problem for child care 
programs. Higher rates of teacher turnover 
(which is inversely related to but not quite the 
same thing as tenure) have been found to relate 
to less positive teacher and children's behavior 
(e.g. Cummings, 1980; Howes & Stewart, 
1987; Whitebook, et al., 1990). In this study, 
staff in nonprofit centers had longer tenure than 
staff in for-profit centers. Also, Connecticut 
and California had longer tenure among their 
staff than Colorado and North Carolina. 

Program scope impacted the classroom 
structure variables. In most of the cases where 
program scope had an impact, increases in the 
program scope variables (the proportion of 
infants enrolled in the center; the proportion of 
subsidized children; or whether the center had 
a before- and after-school program) were 
associated with lower values in the classroom 
structure variables. For example, when centers 
had a larger proportion of infant/toddler 
enrollment, the formal education of assistant 
teachers was lower, and the tenure of teachers, 
assistant teachers, and teacher-directors was 
lower. Reported and observed ratios and 
group sizes improved with the presence of an 
infant/toddler program, probably due to the 
more stringent regulations associated with 
having young children at the center. Similarly, 
the presence of a before- and after-schooi 
program at the center was linked with lower 
reported ratios (probably due to less stringent 
ratios required for older children) and less 
formal education of teachers and assistant 
teachers. An increase in the percent of 
subsidized children at the center was associated 
with less formal education of assistant teachers, 
longer tenure of assistant teachers, and less 
tenure of teacher-directors. 

In conclusion, more straightforward state and 
sector differences were found for classroom 
structure than for classroom process quality. 
Differences in process quality by state 
generally followed the differences in child care 
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regulations, with Connecticut being the most 
stringent and North Carolina the least stringent. 
The sector differences indicated that nonprofit 
centers were more stringent in their staffing 
patterns and teacher requirements than for- 
profit centers. 

In contrast, classroom process was marked by 
interactions between state and sector. This 
interaction makes sense, given the regulatory 
stance of the states involved. Only in North 
Carolina, the state with the least stringent child 
care regulations, were many differences 
between nonprofit and for-profit centers 
discovered, with lower process quality 
observed in the for-profit centers. In the other 
three states with more stringent regulations for 
child care, differences between nonprofit and 
for-profit centers were insignificant, possibly 
because the stringent regulations limited the 
different choices centers could make. 
Classroom process quality was generally very 
high in Connecticut. 

These findings highlight the impact that child 
care regulation has on classroom structure and 
classroom process. It appears that more 
stringent regulations for child care centers do 
impact quality, regardless of the sector in 
which centers operate. 

CONCLUSIONS 

These findings about quality of care are 
generally consistent with findings reported in 
other recent studies (Scarr, Eisenberg, & 
Deater-Deckard, 1994; Whitebook et al., 
1990). State appears to consistently affect both 
process and structural classroom quality. 
Sector appears to influence measures of 
structural quality more strongly than process 
quality. 

► Child care at most centers in the 
sample did not meet the "good" standard, 
which is considered necessary for children's 
positive development. 

► Infant/toddler groups of children 
suffered lower quality care than older children 
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in centers, especially in the areas that affect the 
health and safety of these vulnerable children. 

On average, classroom quality was better 
in states with more stringent child care 
licensing standards. This held true for most 
classroom structure variables, including adult- 
child ratios, group size, teacher early childhood 
education training and formal education, and 
teacher tenure at center. Process quality index 
scores were higher in states with stronger 
regulation. 

In general, the scores for structural quality 
variables, which are generally associated with 
classroom process quality - including adult- 
child ratios, staff early childhood education 
training, formal education, prior experience, 
and tenure at center - were higher in nonprofit 
centers than in for-profit centers. 

Process quality scores were higher in 
nonprofit centers than in for-profit centers only 
in the state with the least stringent regulation of 
child care centers. 

In most of the cases where program scope 
had an impact, increases in the program scope 
variables (the proportion of infants enrolled in 
the center; the proportion of subsidized 
children; or whether the center had a before- 
and after-school program) were associated with 
lower values in the classroom structure 
variables. 
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Chapter / 

Reconcep<:uaUzing 
the Early Childhood 
Workforce 

by CAROLLEE HOWES 



INTRODUCTION 

Within tlie field of early childhood teaching 
staff titles have been roughly defined by 
function. Teachers generally are responsible 
for the management of a classroom. Assistant 
teachers generally work under the direction of 
a teacher and teach ir-directors are responsible 
both for classroom management and some 
amount of center administration. At the 
present time there are no consistent regulations 
describing the educational or other 
qualifications for each job title. Some states do 
not have any regulations. The regulations in 
states that do are not consistent nation-wide, 
Although some professional groups, including 
NAEYC, have proposed standardized 
qualifications tor each teaching function, these 
have not been uniformly adopted. As can be 
seen from the data presented in Chapter 7, in 
our sample there was consicterable variation in 
the qualifications of teaching staff with the 
same job title. 

To further complicate this situation structural 
arrangements within a center can determine job 
title. For example, when teaching staff work 
alone, the person is defined as a teacher. 



However, when two or more staff work 
together, the second staff member may be 
called a teacher or an assistant teacher, 
depending on the staffing philosophy of the 
center rather than on the staff qualifications. 
Likewise, centers that use teacher-directo.'s do 
so for a wide variety of reasons that may or 
may not be based on staff qualifications. 

From a wider labor market perspective it is of 
interest to determine whether or not centers are 
drawing on the low wage or secondary labor 
market as they hire their teaching staff. See 
the discussion in Chapter 2. Although as can 
be seen in Chapter 5 , assistant teachers appear 
to be closer to the definition of secondary labor 
market worker than do most teachers or 
teacher-directors there is, again, considerable 
overlap in the educational and training 
backgrounds of staff in all three job titles. 

In order to clarify these issues we 
reconceptualized the staff in this study using 
three categories based on education and 
tnihing in ECE. The first background 
category consists of staff who have a high 
school education or less and minimum or no 
training in ECE. These staff are most clearly 
members of the low wage or secondary labor 
market. The second background category 
consists of staff who have some college 
education. The third background category 
consists of staff who have a college degree or 
advanced training in ECE. We used 
information gathered from the directors on the 
background of a total of 4920 staff members to 
create these background categories. 

RESULTS 

Background, ECE Training and 
Experience: All Staff 

Table 7.1 presents the highest level of ECE 
training for the whole sample for each 
category. It is important to note that even in 
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background category 1 almost three-quarters of 
the staff had some minimum ECE training, 
most often by attending workshops in the 
community. Within the second background 
category 89% of the staff had some ECE 
training, primarily college courses (65%). 
This suggests that staff may be going to college 
in order lo get ECE courses. This is in 
contrast to the relatively small percentages 
wiiiiin this background category who have 
either CD A or A A degrees. Within 
background 3 most staff (83%) had advanced 
training in ECE. This suggests that when staff 
with college degrees work in the field they are 
highly likely to have ECE training as opposed 
to specializing in an unrelated field. 

As was expected, given the classification 
procedures. Table 7.2 shows that staff from 
background 3 had more formal education than 
staff from background 2 who in turn had more 
formal education than staff from background 1 . 
It is interesting that the average number of 
years of formal education for staff in 
background 2 is equivalent to one year of 
college. This is further evidence that suggests 
that staff in background 2 have attended college 
by taking one or two ECE classes rather than 
general education classes. 

Comparisons of prior experience in ECE and 
tenure in the center are also presented in Table 
7.2. Staff in background category 3 had more 
prior experience and longer tenure in the center 
than staff in background 2 who in turn had 
more experience and longer tenure than staff in 
background 1. 

Jpb Titles and Educational Background 

In order to examine the "fit" between job title 
and background category, the crosstabulation 
of job title by background category is presented 
in Table 7.3. Examination of the table 
suggests an imperfect fit between job title and 
background category. Teachers and assistant 
teachers were equally likely to be classified in 
background category 2, although twice as many 
assistant teachers as teachers were classified in 
background 1 and only one-third as many 
assistant teachers were classified in background 
3 as teachers. Teacher-directors and 



educational coordinators are often thought to 
have advanced training in ECE. However, 
only half of the teacher-directors and less than 
three-quarters of the educational coordinators 
were classified in background 3. Therefore, 
the background classification scheme tends to 
capture more information about teacher 
qualifications than job titles. 

ECE Training and Experience by 
Background: Teaching Staff 

The remainder of this chapter is concerned 
with only teaching staff or job titles of teacher, 
assistant teacher and teacher-director. These 
are the staff that have daily direct contact with 
children. Table 7.^ presents the ECE training 
of teaching staff in the three background 
categories. The results are similar to those for 
the entire staff. Seventy-five percent of the 
teaching staff in background category 1 had 
some minimal ECE training, most in 
workshops. Almost all of the teaching staff in 
background category 2 had some ECE training, 
the majority in college courses. Eighty-one 
percent of the teaching staff in background 
category 3 had advanced training in ECE. 

Education, experience and tenure of teaching 
staff in the three background categories are 
presented in Table 7.5. Again the results are 
comparable to those for the total staff. Most 
teaching staff in background category 2 had the 
equivalent of one year of college. Most 
teaching staff in background category 3 had the 
equivalent of BA/BS degrees. Teaching staff 
in background category 3 had more education, 
experience and tenure than teaching staff in 
background category 2 who had more 
education, experience and tenure than teaching 
staff in background category 3 . 

Following the general format of this report, 
associations between the newly constructed 
background categories and sector and state 
were examined. Table 7.6 picsents 
associations between background categories 
and state. There was a significant :<sociation. 
In California teaching staff were 
disproportionately drawn from background 2 
rather than 1 or 3 . This may because 
California state regulations require units of 
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ECE training in the Community College for 
teaching staff of all categories. It is interesting 
that this regulation may have the paradoxical 
effect of decreasing the proportion of teaching 
staff drawn from background 3 relative to two 
other states, Connecticut which tends to have 
generally high regulations and Colorado which 
tends to have somewhat lower regulations. In 
both of ihese states teaching staff were 
approx mately ^.qually distributed across the 
three background categories. North Carolina 
had proportionally fewer teaching staff in 
background category 3 . This is consistent 
with the low requirements for ECE training in 
North Carolina. 

Associations between sector and background of 
teaching staff are in Table 7.7. There was a 
significant association. For-profit centers 
tended to use more teaching staff from 
background 1 and fewer teaching staff from 
background 3 than nonprofit centers. 

Differences in Wages and Foregone Earnings 

Hourly wages and annual foregone earnings 
were compared for teaching staff of different 
background categories working in centers of 
different sectors. Annual foregone earnings as 
discussed in chapter 5 are the difference 
between the wages actually received and the 
wages paid in the civilian labor force with 
identical years of education, fge, gender and 
minority status. These comparisons are 
presented in Table 7.8. For wages and 
foregone earnings, there were significant main 
effects for both background category and the 
interaction between background category and 
sector. (Sector results are not reported because 
they are identical to those presented in chapter 
5). In both for-profit and nonprofit centers 
teaching staff in background category 3 had 
higher hourly wages than teaching staff in 
background category 2 who in turn had higher 
wages than teaching staff in background 
category 1 . However, the wage differential for 
background category 3 was greater in nonprofit 
centers . In both for-profit and nonprofit 
centers, teaching staff in background categoty 
2 earned on the average about $1 .00 per hour 
more than teaching staff in background 
category one. In for-profit centers, teaching 



staff in background category 3 earned only 
$.76 per hour more than teaching staff in 
background category 2, while in nonprofit 
centers the wage differential was almost three 
times higher, $2.25 per hour. Therefore 
nonprofit centers were willing to pay much 
nore for teaching staff with college degrees 
and advanced ECE training. The annual 
foregone earnings follow a similar pattern with 
teaching staff in background category 1^ giving 
up more foregone annual wages, $10,073, if 
they worked in a for-profit center. 

Differences in Process Quality 

Finally the issue of differences in process 
quality in classrooms with teaching staff o^ 
different background categories was explored. 
Staff reports of their qualifications from the 
Staff Questionnaires were used to categorize 
the teacher in each classroom of the study. If 
the classroom had an assistant teacher rather 
than a teacher the assistant teacher was 
substituted. If a classroom had a teacher and 
an assistant teacher only the teacher was used. 
The background categories were identical to 
those used earlier in the chapter to classify 
staff using director reports. 

Table 7.9 presents comparisons for process 
quality among classrooms with teachers 
classified into the three categories. Classrooms 
with teachers of background 3 were higher in 
process quality than classrooms with teachers 
of background 2 which were higher in process 
quality than classrooms with teachers of 
background 1 . The components of the process 
quality index are also presented in Table 7.9. 
In all cases classrooms with teachers of 
background 3 had higher quality than 
classrooms with teachers of backgrounds 2 and 
1 . Classrooms with teachers from background 
2 had higher in sensitivity and ECERS scores 
than classrooms with teachers from background 
1 . However, in terms of responsive 
involvement and ITERS scores, classrooms 
with teachers from background 2 were no 
different than classrooms with teachers from 
background 1. 
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SUMMARY 



► The reconceptualized background 
categories appear to summarize teacher 
qualifications better than job titles. 

► Teaching staff from background category 3 
provided the highest quality care. 

► For-profit centers hire fewer teaching staff 
from background category 3 and are less likely 
to reward teaching staff with college degrees 
and advanced ECE training with higher wages. 



► On average, staff with college degrees are 
underpaid proportionately more than staff with 
less education. 

► California and North Carolina centers are 
less likely to hire teaching staff from 
background 3 than the other two states. 
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Chapter 8 

Cost, Revenues 

and Subsidies: 

A Descriptive Analysis 

by JOHN R. MORRIS, SUZANNE W. 
HELBURN. MARYL CULKIN 



OVERVIEW 

This chapter reports on costs, revenues, 
subsidies, fees, and profits of early care and 
education (ECE) centers and how they differed 
across states, by profit status, percent of 
children subsidized, percent infant/toddlers, 
and presence of a schoolage program. Data 
were collected primarily by interviews with 
center directors or owner-operators, and from 
annual reports where available. The chapter 
discusses center costs, in-kind donations, 
revenues and profits, cash subsidies, fees, and 
how they combine into a total picture of how 
center-based ECE is paid for in the US. 

As might be expected, some directors had 
difficulty identifying some specific costs, 
particularly those that they did not pay directly 
or at all. Donated space, insurance, and other 
donated services presented the most difficulties. 
Problems of specification and their solutions 
are discussed below in conjunction with 
particular cost, revenue, and subsidy 
categories. 

Most of the analysis in this chapter follows the 
same procedures used in other descriptive 



chapters of this report. Each category of cost, 
revenue, subsidy, or fees was tested for 
statistically significant differences among 
slates, profit status, interactions between state 
and profit status, the proportion of children 
served that were subsidized, the proportion of 
infants, and the presence of a school age 
program. Those variables that showed some 
significant differences are reported. The 
detailed tables in each section show costs, 
revenues, subsidies, or fees per child hour of 
care. In the cost section, a simplified budget is 
reported consisting of the average costs and 
revenues per month per child by major 
category for all centers and in for-profit and 
nonprofit centers.' 

Some of the data in this chapter differ among 
states because of either different labor markets 
producing different wage rates, or different 
costs of living. Unless specified the data have 
not been corrected for such differences . When 
they are corrected as a supplemental analysis, 
data are deflated by either the relative wage 
rates in the state for people with similar 
backgrounds, or the cost of living in the state. 
The deflators are discussed in chapter 5 and 
shown in Table 5.2. The low wage multiplier 
in Connecticut suggests that there is an 
unusually high difference between wages in 
relatively low paid jobs and higher paid jobs in 
that state. 



RESULTS 

Expended Costs 

Table 8.1 shows the expended costs, the cash 
costs incurred by the center, to produce ECE. 
Mean expended cost per child averaged just 
over $400 per month, $420 in nonprofit and 
$386 in for-profit centers. ITie 9% differential 
in total expended costs per child hour between 
nonprofit and for-profit centers overall was not 
statistically significant. 
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The distribution of costs was different between 
the two sectors, with labor taking 79% of 
expended cost in nonprofits but only 62% in 
for-profits. Food was also higher, in both 
absolute and percentage terms, in nonprofit 
than in for-profit centers. All other costs were 
higher in for-profit centers. To some extent, 
these differences reflect the donations received 
by nonprofit centers that reduced their 
occupancy and other cash operating costs, 
leaving more for labor. 

Table 8.2 shows the mean expended cost per 
child hour of care for the whole sample and 
within states by profit sector. Expended cost 
averaged $2.09 per hour. It was significantly 
higher in Connecticut at $2.88 and significantly 
lower in North Carolina at $1 .39. California 
and Colorado were both close to the average at 
$2.04 and $2.02 respectively. Nonprofit 
centers were significantly more expensive than 
for-profit centers in Connecticut only. Centers 
that served a higher percentage of subsidized 
children were more expensive. The programs 
for subsidized children had higher expended 
cost, $.59 per child hour more expensive than 
nonsubsidized. Similarly, a shift to 
infant/toddler care increased expended cost 
significantly, $.78 per child hour. 

Labor Costs 

Labor costs, consisting of wages and nonwage 
benefits (along with two small items of 
education for staff and the costs of 
subcontractors), were the largest part of cost, 
amounting to 70 % of expended cost for the 
entire sample. Nonwage benefits were defined 
to include the employer's share of social 
security, unemployment insurance, worker's 
compensation, health, life and disability 
insurance, retirement, and other related items. 
Nonwage benefits excluded discounts for staff 
on ECE. The estimation of nonwage benefits 
was a problem for data collectors as directors 
had difficulty isolating specific benefits data. 
Some centers paid unemployment insurance, 
worker's compensation, and health insurance as 
part of a single insurance package that included 
facility liability insurance. To estimate specific 
nonwage benefit costs in those cases, a portion 



of the total insurance bill equal to 3 % of total 
wages was transferred from insurance to 
nonwage benefits to cover unemployment and 
worker's compensation. If health insurance 
was provided, another 5% was transferred 
providing the insurance estimate was large 
enough to allow the transfer. Both of these 
figures were based on a review of national 
average costs for all employees {Statistical 
Abstract of the U. S., 1993, p. 430). 

Connecticut was the highest labor cost state at 
$2.23 per child hour and North Carolina the 
lowest at $0.94 . California at $ 1 .42 and 
Colorado at $1.31 were in the middle. 
Adjusting for labor market differences between 
the states compressed these costs somewhat. 
The market adjusted labor costs in Connecticut 
were $2.14, California $1.22, Colorado $1.31 
and North Carolina $1.11. The change, in 
addition to compressing the range of costs was 
to drop California below Colorado in labor cost 
per child hour. Nonprofits had higher labor 
costs than for-profits by $.48 per child hour 
(39% of for-profit labor cost), and these 
differences were significant at the 0. 1 % level. 
As noted above, the definition of nonwage 
benefits excludes staff discounts on ECE 
(which would equalize labor costs somewhat) 
because they were treated as a reduction in 
revenue rather than as a cost. 

Both wages and nonwage benefits were higher 
in nonprofit than in for-profit centers. The 
difference in nonwage benefits between 
nonprofits and for-profits was significantly 
greater in Connecticut than in the other three 
states. 

Most centers identified some costs for the 
education of staff members, but the amounts 
were small, an average of just one cent per 
child hour. Centers in Connecticut and 
Colorado showed significantly higher costs than 
centers in California and North Carolina, 
although the amounts were so small that they 
were lost in rounding. 

In addition to higher labor cost for staff, the 
nonprofit centers also showed higher costs for 
subcontractors, suggesting that nonprofits were 
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likely to provide some services using nonstaff 
members that for-profits either did not provide 
or provided in-house. 

The scope of services in the center affected 
labor costs. Centers with a higher percentage 
of subsidized children had substantially greater 
wages and benefits. Centers with more 
infant/toddler care had an even greater 
increase, reflecting the higher ratios of staff to 
children in these centers. Presence of a school 
age program reduced wages and benefits per 
child hour. Staff education expenses increased 
with the percentage of infant/toddlers. 
Subcontractor costs - services provided by 
persons not on the regular staff (often including 
special lessons, accounting and the like) - 
increased with higher numbers of subsidized 
children further intensifying the amount of 
labor related services committed to these 
children. 

Occupancy Costs 

For-profit sector occupancy costs were higher 
than nonprofit costs. These costs included rent 
or mortgage payment, utilities, maintenance, 
and repair. The costs identified here excluded 
any donated space or services which are 
described in the section on subsidies. The for- 
profit sector spent more than twice as much on 
occupancy cost as the nonprofit sector and the 
difference raised for-profit sector costs by $.24 
per child hour relative to nonprofits, offsetting 
half of the for-profit sector's labor cost 
advantage. North Carolina occupancy costs 
were significantly lower than the other three 
states. 

There appeared to be a trade-off here between 
the two major categories of cost. For-profit 
centers were choosing to spend their budgets 
on better quality space while nonprofits were 
spending theirs on more or better staff. One 
might expect this as a result of donations to 
nonprofits in the form of space which then 
freed up funds for spending on labor. Even 
when cpace donations were included in 
occupancy costs at our estimate of their value 
(sec subsidies section), however, for-profits 
still used more costly facilities than nonprofits. 



One or more of the following explanations 
could account for this choice. Nonprofits may 
be constrained by the particular space that is 
donated to them and unable to improve that 
space to be equivalent to for-profit center 
space. Alternatively, for-profits may see space 
as a more effective marketing tool than better 
qualified staff per dollar spent on either, and 
therefore choose to spend their budgets in this 
direction. A third possible reason that for- 
profits spent more on facilities is that the 
higher quality could lead to a higher r esale 
value either immediately with a lease back 
arrangement or when the center is eventually 
sold. Nonprofits may not have the same 
perspective on resale of the building. 
Whatever their reason, having made the choice 
to use better facilities, for-profits must then 
conserve on labor costs to stay competitive. 

A caveat must be included on occupancy costs. 
If the center owns its building and is planning 
on resale of the building at some future date, 
then that sale might recoup some or ail of the 
depreciation charged as a cost of occupying the 
facility. If so, then the ultimate cost of 
occupancy could be overstated by whatever 
will be recouped. Our data on occupancy were 
for cash costs which would not explicitly 
include depreciation, but did include principal 
payments on mortgages (which may be similar 
to depreciation in amount). If the building lost 
value, then occupancy costs might be 
understated, whereas if the building held or 
gained value, occupancy cost might be 
overstated. 

Food Costs 

Food costs were one-fourth lower in 
Connecticut ($.09 per child hour) and 
California (.07) than in Colorado ($.11) and 
North Carolina ($.12), an odd reversal of 
anticipated costs. Nonprofit centers had higher 
food costs than for-profit centers. The 
difference in food costs between nonprofit and 
for-profit centers was higher in North Carolina 
than in the other states. Serving more 
subsidized children significantly raised food 
costs, but neither more infant/toddlers nor 
school-aged children did so. Possibly more 
meals are served to children in centers with 
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more subsidized childreii and the higher 
frequency of subsidized children in nonprofit 
centers may help explain the higher costs in 
those centers. 

Insurance Costs 

Insurance costf per child hour were higher in 
Connecticut than in the other states and lower 
in North Carolina. They were higher in for- 
profit than nonprofit centers, although part of 
the difference was accounted for by donated 
insurance in nonprofits. These differences 
were highly significant, large in percentage 
terms, but small in absolute terms. The largest 
costs were $.05 per child hour in California 
for-profit centers and in Connecticut for-profit 
and nonprofit centers. There is no way of 
telling whether these differences reflected 
differences in coverage, prices from state to 
state, or individual insurance damage 
experience. Higher percentages of subsidized 
children were significantly associated with 
higher insurance costs, but neither 
infant/toddlers nor school-aged children were. 

Other Operating Costs 

Directors were asked to identify their other 
operating costs with the help of the following 
list of categories: office supplies, children's, 
program supplies, maintenance supplies, 
equipment rental and maintenance, 
nondepreciated equipment, depreciation on 
equipment, transportation and travel, 
telephone, postage, marketing, advertising, 
public relations, photocopying, printing, 
publications, licensing and fees, dues and 
subscriptions, interest payments and bank 
service charges, and other. Where the 
identified costs appeared to duplicate other 
costs already identified (usually building costs), 
the costs were corrected. Donated supplies 
v/ere excluded from costs. 

Other operating costs were highest in 
Connecticut and Colorado and lowest in 
California and North Carolina. For-profit 
centers averaged higher operating costs than 
nonprofit centers in ail states except North 
Carolina. Colorado for-profit centers averaged 



the highest operating cost at $.25 per child 
hour while California nonprofits were lowest at 
$.12. Other operating costs did not appear to 
be related to subsidized children, 
infant/toddlers, or school-aged children. 

Overhead Costs 

Overhead costs were the fees paid by a center 
to a central administration for services 
provided, such as common advertising or 
accounting for a system of centers. The 
services varied as did the means of determining 
the payment. Some national systems of centers 
did not account for these costs at the center 
level and they had to be estimated with help 
from the firm's comptroller or accountant. 
Overhead, which largely reflected whether the 
center was a member of a sy.s'iem or not, was 
highest in Colorado, but the absolute amounts 
were small and the differences insignificant. 

A supplemental analysis was performed on the 
165 centers that had some overhead. In those 
centers, the average level of overhead was 
three times as high as in ail centers combined, 
but the amounts were still small relative to 
expended costs (under three percent). 
Differences in overhead were not significant 
across states or profit sectors for centers with 
overhead. Those centers that did have 
overhead appeared to have significantly lower 
wage and nonwage benefits than other centers, 
but the difference resulted from a higher 
frequency of centers with overhead in the 
lower cost states of Colorado and North 
Carolina and disappeared when state and sector 
were held constant. 

Summary 

Overall, the picture is that nonprofit centers 
seemed to use more labor and food in 
providing ECE while for-profit centers 
allocated more to building cost and other items. 
Adding subsidized children and programs for 
them increased costs per hour in wages, fringe 
benefits, subcontractor costs, insurance, and 
food. Adding infant/toddlers and the programs 
for them increased costs per hour in wages, but 
not much in other areas. Adding school-aged 
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children lowered cost per hour, but not 
significantly. Centers with overhead did not 
appear to have significantly different costs than 
others. 

Revenues and Profits 

Revenues for ail centers and by state and sector 
are tabulated in Table 8.3. Total revenue for 
all centers averaged $2.17 per child hour over 
ail ages. Total revenue was significantly higher 
in Connecticut than in other states and 
significantly lower in North Carolina. 
Connecticut averaged almost twice as much 
revenue per child hour as North Carolina. 
Nonprofit centers in Connecticut, and centers 
with more infant/toddlers or subsidized 
children received significantly more revenue 
per child hour than others. Total revenue per 
child hour did not differ significantly with the 
presence of a school-aged program. 

Parent Fees 

Sources of revenue differed significantly by 
type of center. For-profit centers generated 
almost 90% of their revenue from parent fees, 
while nonprofits received only 56% from that 
source. Overall the average parental payment 
per child hour was $1 .56, but in for-profit 
centers it was $ 1 . 84 (equal to $83 for a 45 
hour week). It should be noted that these 
differences represented differences in the 
fraction of parents paying full fees more than 
differences in the level of fees. All of the 
figures in this section are based on the total 
revenues to the center and hence are the 
average of full pay and subsidized children. 
Parent fees per child hour were significantly 
higher in Connecticut at $2.06 than in other 
states, and lower in North Carolina at $1.01. 
Revenues from parent fees were significantly 
lower per child hour in centers with more 
subsidized children reflecting substitution of 
public fees for parent fees. Revenues were 
higher in centers with more infant/toddlers 
reflecting higher fee levels. 

Public Fees and USDA Grams 

Public fees, mostly state fees for the care of 
poor children, and USDA funds from the Child 



and Adult Care Food Program were distributed 
in nearly a reverse pattern from parent fees. 
Some centers said they had subsidized children, 
but did not separate public fees from parent 
fees. In those cases, estimated fees for the 
number of subsidized children were transferred 
from the parent fee line to the public fee line. 

Nonprofit centers received more than twice as 
much in public fees per child hour as for-profit 
centers, reflecting their higher percentage of 
subsidized children. The differences among 
the states were insignificant, but the gap in 
public fee revenues between nonprofit and for- 
profit centers was greater in Connecticut and 
California than in Colorado and North 
Carolina. Of particular note, for-profit centers 
in California received only $.05 per child hour 
in public funds, (one-seventh of the overall 
average) while California nonprofit centers 
received $.57 per child hour. In Colorado and 
North Carolina, by contrast, nonprofit centers 
received less than $.05 more per hour in public 
reimbursement fees than for-profit centers. 

Not all of the difference in public fees reflected 
differences in percentage of subsidized 
enrollment. In Colorado, nonprofit centers 
appeared to be receiving less money per 
subsidized child than for-profits, a difference 
that did not appear elsewhere. Public fees per 
subsidized child were substantially higher in 
California and Connecticut than in Colorado 
and North Carolina. 

Nonprofit centers received five times the 
average USDA food reimbursement of for- 
profits. Colorado and North Carolina averaged 
more reimbursement than California and 
Connecticut. The reimbursement revenue 
increased with the percent of subsidized 
children. 

Other Public Funds 

Other public funds not directly paying for 
services for a particular child went even more 
lopsidedly to nonprofit centers. In no state did 
for-profit centers average even one-half cent 
per child hour, while nonprofits in two states 
averaged over $.30 per child hour. Other 
public funds went to centers with more 
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subsidized children, but age of child made no 
significant difference. 

Sponsor Funds and Other Private Contributions 

Sponsor (usually a corporate sponsor) funds, 
other private contributions, and other revenues 
were all larger in nonprofit centers than for- 
profit centers, by a 6 to 1 margin overall. 
Connecticut centers received much more from 
sponsors than other states. In Connecticut, 
those sponsor contributions were concentrated 
in just a few centers. Other sources of private 
funds increased, but sponsor contributions 
decreased, with increases in subsidized 
children, infant/toddlers or school-aged 
children. In the aggregate, these types of 
funds averaged less than 1 % of total revenue in 
for-profit centers outside of Connecticut, 5- 
10% in nonprofit centers outside of 
Connecticut, and 12% of the total in 
Connecticut nonprofit centers. 

Profits or Surpluses 

On average, revenues exceeded costs by $.08 
per child hour, or about 4% of cost. As 
center directors generally could not specify 
how much had been invested in their 
businesses, it was impossible to estimate rates 
of return on capital . Tlie variation in surplus 
within each group of centers was very high 
(the standard deviation was four times as large 
as the mean), and hence, the differences 
between states, profit status, subsidized 
children, and school-aged children were 
insignificant. Only the percent of 
infant/toddlers showed up as affecting surpluses 
significantly. Centers with more 
infant/toddlers were, on average, less 
profitable (or had lower surpluses). Possibly 
the largest surprise here is that surplus in 
nonprofit centers on average was not signifi- 
cantly different from that in for-profit centers. 

Summary 

The overall revenue picture shows that 
nonprofit centers had a much more diversified 
revenue stream than for-profit centers 
producing a somewhat greater total revenue per 
child hour. Connecticut generated more 



parental and nonparental fees in its centers than 
other states. California for-profit centers were 
the most dependent on parental fees with only 
3% of their revenue coming from all other 
sources combined. Profit status did not affect 
profit level significantly. 

Subsidies and the Full Cost of Care 

Subsidies are defined in this study as anything 
that reduced the cost of providing care to 
children or that allowed children whose parents 
could not otherwise afford care to attend a 
particular center. The first group, things that 
reduce the cost of providing care in general, 
may be thought of as supply subsidies. The 
availability of these subsidies will tend to 
increase the amount of care in the market and 
to reduce the price quoted for care. The 
second group, things that allow individual 
children who could not otherwise afford ECE 
to do so, may be thought of as demand 
subsidies. These subsidies will also increase 
the amount of care in the market, but, in 
addition, will tend to increase the prices for 
care. 

Supply subsidies include in-kind donations of 
goods and volunteer services (not cash) given 
to centers free or at reduced prices. They 
were valued at the savings to the center, 
assuming that the center would have used the 
same resources even if it had to pay for them. 
Since the center might not have been willing or 
able to pay the full price for the donated item, 
this estimate of replacement value may 
exaggerate the value of donated goods and 
services. The particular case of donated or 
discounted labor illustrates this problem. 

Volunteers might do things at a center that the 
center could not afford. Where the 
replacement value is the maximum value of a 
volunteer, the minimum value is the cost of 
supervision of the volunteer. Most centers, 
however, do not calculate an estimate of the 
cost of managing volunteers. 

Supply subsidies also include the foregone 
earnings of employees who accept wages below 
the going market wage for their skill level. 
This valuation presents a similar measurement 
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problem to goods donations. A person making 
$5 per hour less than she/he could earn in an 
alternate job is donating a part of her/his time 
to the center. In this case, the center probably 
incurs no extra cost to coordinate the volunteer 
portion of the person's labor, but might not 
hire her if the center had to pay the same rate 
as other businesses. From the employee's 
point of view, the act may be a donation to 
improving the quality of care for children, or 
may not be, as the lower pay could result from 
differential working conditions (safety, easy 
commute, "joy") that attract workers even for 
low pay. The lower pay could also be mere 
illusion as the statistical basis for estimating the 
pay differential is the pay of people with 
similar backgrounds, and that average might 
not apply to the particular workers in child 
care. The issue was discussed in Chapter 2 
above. 

Volunteers 

The subsidy provided by volunteers was 
measured by the director's estimate of what it 
would cost to hire similar skills in '.he market. 
On average, the value of volunteer time was 
$.04 per child hour or about 2% of expended 
cost. It was significantly higher in nonprofit 
centers where it averaged $.06, but differences 
among states were insignificant. The value of 
volunteers was higher in centers with more 
subsidized children, but did not differ 
according to the percent of infant/toddlers or 
presence of school-aged children. 

OccupanQ/ 

Occupancy subsidies were measured as the 
estimated market value of the space occupied 
by the center minus what the center actually 
paid if the center director said that they 
received a subsidy or discount. Where the 
director could estimate the value of the subsidy 
and that value was consistent with other values 
in the area, that value was used. Where the 
director could not reasonably estimate the 
value, real estate agents in the area were 
contacted and asked about values per square 
foot. The properties were classified as to 
quality from answers to questions in the 



Director Interview. If the property had no 
direct alternative use, as might be the case for 
a church building in a residential zone, the 
value was based on similar property in a 
commercial zone nearby. The goal was to 
estimate what their costs would have been 
without donated space. On the advice of the 
realtors, older church properties were generally 
compared to lower quality strip shopping 
centers. To this value of space, was added the 
value of donated utilities and donated building 
services as identified by the director. 

Occupancy subsidies are described in Table 
8.4. Overall, the average occupancy subsidy 
was $. 14 per child hour, abou' 7% of 
expended cost. Almost no or ipancy 
donations were received by for-profit centers in 
three states ($.01 per child hour), but in 
Connecticut the donations in for-profit centers 
($.20 per child hour) were similar in 
magnitude to nonprofit centers in the other 
states ($.14 to $.21 per child hour). 
Connecticut nonprofit centers received 
occupancy donations ($.38 per child hour) 
twice as high as in other states or as in for- 
profit centers in Connecticut. These 
differences were highly significant. The higher 
occupancy donations in nonprofit centers offset 
two-thirds of the difference between nonprofits 
and for-profits in occupancy costs. Despite 
their discounts or outright gifts of space, 
nonprofit centers apparently did not use as 
high-value space as for-profit centers. 
Occupancy donations were larger for centers 
with more infant/toddlers in care, but were not 
significantly greater for centers with more 
subsidized children. 

Other In-kind Donations 

Other in-kind donations consisted of donated 
insurance, equipment, food, and supplies and 
were measured by the director's estimate of 
value. The total value of these donations 
averaged $.02 per child hour, about 1% of 
expended cost. Again, centers in Connecticut 
had significantly greater contributions, as did 
nonprofit centers. Donations were also greater 
in infant/toddler centers. 
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Total In-kind Donations 

Altogether, these in-kind donations were only 
10% of expended cost and they tended to go to 
the higher cost centers. They were 
concentrated in the nonprofit sector ($.30 per 
child hour vs $.09 in the for-profit sector) and 
in Connecticut ($0.37 versus $0.17 in 
California, the second highest state). Total 
donations increased with the proportion of 
subsidized children and infant/toddlers. As a 
result, addition of in-kind donations did not 
change the ranking of expended costs among 
different types of centers very 'nuch, and the 
differences between states were unaffected by 
including donations. As anticipated, nonprofit 
centers became relatively more expensive when 
in-kind donations were added to costs. 

Foregone earnings 

Foregone earnings are the difference between 
wages and benefits actually received in child 
care jobs and the wages and benefits received 
by workers with similar backgrounds in the 
economy as a whole. These were discussed in 
Chapter 5 for workers, and are estimated in 
this section per child hour. The cost saving 
from foregone earnings averaged $.54 per child 
hour over the entire sample, about 25% of the 
total cash cost. That is, raising wages and 
benefits to the same level as the average person 
of the same age, education, gender and 
minority status earns in the same states, would 
raise ECE cash costs by about 25 % . The 
saving or subsidy was greatest in Colorado, 
and least in North Carolina. The larger the 
percentage of subsidized children the lower the 
foregone earnings. 

Table 8.4 shows two additional items related to 
foregone wages and benefits. The Fringe 
benefit ratio shows the average ratio of fringe 
benefits to wages for child care staff. Once 
the value of discounts on child care was added 
to the other benefits, the ratios were similar to 
those for the economy as a whole (21 %) 
(Statistical Abstract of the U. S. 1994, p. 427). 
Fringe benefits were significantly higher in 
Connecticut than in California and North 
Carolina. 



178 



The last line of Table 8.4 shows the ratio of 
wages and benefits in the market place to the 
wages and benefits in child care. The average 
1 .45 ratio means that it would take a 45% raise 
to bring the average child care worker to the 
same level of pay as ether workers with the 
same gender, education, age, and minority 
status. The needed raises would be highest in 
Colorado, and lowest in Connecticut. They 
would be higher in for-profit than in nonprofit 
centers and higher in centers with fewer 
subsidized children. 

Full Cost of Care 

The sum of expended costs, in-kind donations 
and foregone earnings, has been defined as the 
full cost of child care. In this sample the full 
cost averaged $2.81 per child hour, 34% more 
than the expended cost without counting the 
subsidies. Full cost per child hour was higher 
in Connecticut than in the other three states and 
lower in North Carolina. The c'i.fference 
between for-profit and nonprofit centers was 
highly significant. Full cost was higher in 
centers with higher percentages of subsidized 
children and infant/toddlers. 

It is reasonable to deflate the full cost of care 
either by the cost of living in these states to 
compare it with the cost of other products in 
the parents' budgets, or by wage rates to relate 
costs to the job market. Deflating by the cost 
of living compressed the differences in full cost 
substantially. Connecticut remained the most 
expensive state, but full cost dropped from 
$3.76 per child hour to $2.79. California's 
average full cost deflated from $2.75 to $2.21 . 
Colorado full cost remained at $2.80, virtually 
the same as the deflated cost in Connecticut. 
North Carolina averaged $2.07, within 10% of 
California's average. 

Deflating by wage rates, to eliminate 
differences in costs produced by different 
regional labor markets, painted a just slightly 
different picture. Connecticut costs deflated 
only to $3.61, remaining highest by far. 
Colorado was second highest in deflated full 
cost at $2.80. California deflated to $2.37 and 
North Carolina inflated to $2.21, again close to 
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the California level. 
Summary 

Most forais of supply subsidy were, as 
expected, larger in nonprofit than for-profit 
centers. .Foregone wages and benefits, 
however, we.'^e either similar between the 
sectors, or larger in for-profit centers. Larger 
subsidies were found in Connecticut than in 
other states, again except for foregone wages 
which were largest in Colorado and smallest in 
Connecticut. Full Cost was largest in 
Connecticut and in nonprofit centers. 
Subsiu-'e": iended to increase with additional 
subsidized children and infants, but foregone 
wages decreased v/ith additional subsidized 
children. 

Fees and Fee Policies 
Parent Fees 

The standard monthly fees charged by age 
group were collected for all centers and are 
shown in Tables 8.5. The fees tended to be 
lower for older children. The mean fijll time 
monthly fees were $454 for infants, $433 for 
toddlers, $400 for older toddlers, $372 for 
preschoolers, and $235 for schoolage children 
(who averaged a shorter day). 

Parent fees and the availability of service 
differed by children's age, state, and profit 
Sector. Although nearly all centers in each 
state served preschool aged children, only 44% 
served infants and 59 % served school-aged 
children. In California, less than one-fifth of 
for-profit centers and one-third of nonprofit 
centers served infants. In Colorado the 
proportion serving infants was 32% and in 
Connecticut 48%. In North Carolina, 60% of 
nonprofit and 90% of all for-profit centers 
served infants. California, and Colorado 
centers were somewhat more likely to serve 
school-aged children than infants, but centers 
in Connecticut and North Carolina were not. 
At all ages, for-profit centers charged between 
$19 and $39 more per month for a full time 
child on average and that difference was 
significant except in the case of infants. 



Fees by state were also significantly different 
with Connecticut most expensive, followed in 
order, by California, Colorado and North 
Carolina. Average fees in North Carolina, for 
infants, were $170 per month lower than in the 
second cheapest state (Colorado). For 
preschoolers, that difference was $106. 

In California, fees for school-aged children 
were about 15% less than rates for preschool 
children, but in all three other states, they were 
nearer to 40% less. 

As with previous comparisons, fees can be 
deflated for differences in price levels. The 
relevant comparison here is the cost to the 
parent of child care relative to other purchases. 
Fees for infants after deflating by the cost of 
living were $467 in Connecticut, $435 in 
California, $469 in Colorado and $294 in 
North Carolina. Relative to other prices in the 
state, infant fees were virtually the same in 
three states, but cheaper in North Carolina. 

For preschoolers, deflated fees were $362 in 
Connecticut, $311 in California, $347 in 
Colorado and $261 in North Carolina. Again, 
North Carolina was the low cost state even 
relative to other prices in the state, but 
California fees were lower than Connecticut or 
Colorado. 

Centers with a larger percentage of subsidized 
children charged significantly lower fees to all 
age groups, except school-aged children. 

Reimbursement Rates 

Maximum reimbursement per child by the state 
for qualifying low-income children was 
reported by fewer than half of all centers, 
except for preschoolers. Some centers had to 
be removed from a comparison of parent fees 
with state reimbursement rates as they 
appeared to be charging for different services - 
either broader scope or longer days in their 
reimbursement rates. On average for the 
remaining centers, reimbursement was just 
over 90% of parent fees. Across states in 
absolute terms, Connecticut and California 
centers received significantly higher maximum 
reimbursements than those in Colorado and 
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North Carolina. Centers with a higher percent 
of subsidized children and more infant/ toddlers 
received significantly higher reimbursements 
for toddlers and preschoolers, an interesting 
reversal of the case with parent fees. 

Relative reimbursements told a different story. 
The ratio of reimbursement to fees charged to 
parents differed significantly across states with 
North Carolina highest, followed by California, 
Connecticut and Colorado in order. For most 
age groups, North Carolina reimbursement 
. rates averaged 1 % ^oove the parent rates in the 
sanie centers; in California reimbursements 
averaged about 95% of parent fees; in 
Connecticut, 87% and in Colorado, 81%. 

Combining the relative and absolute measures 
of reimbursement, suggests that California was 
willing to come close to matching a market 
cost that was relatively high. North Carolina 
did match a market cost of care that was quite 
low. Connecticut did not match the market, 
but still paid relatively high reimbursement. 
Colorado with lower market rates than ail but 
North Carolina paid the smallest share of 
market rates in its reimbursements - a 
relatively rich state that paid reimbursement 
equivalent to the poorest state in the study. 

Fees for Extra Services 

The percent of families paying extra fees for 
lunches, breakfasts, diapering, or lessons 
(Table 8.6) was low in all cases. Only lesson 
fees were paid extra by more than 10% of 
families in the average center. Most of the 
differences among fees were not significant, 
although for-profit centers did charge extra fees 
significantly more often than did nonprofits. 

Fees for Part-Time Children 

Centers were asked what percentage of their 
FTE enrollment was part-time and whether 
they charged more per hour for children who 
attended part-time. North Carolina centers 
served significantly fewer part-timers than 
other states. For-profit centers served a higher 
percentage of part-time children than nonprofit, 
although the differences were not large. 
Centers serving more subsidized children 
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served significantly fewer part-time children 
and were significantly less likely to charge 
extra for part-time. Children attending part- 
time were charged higher fees per hour in 61 % 
of the centers, with for-profit centers charging 
extra significantly more often. Only 18% of 
nonprofit centers in North Carolina reported 
higher charges for part-time children, 
significantly less than in other states or in for- 
profit cenlers. 

Discounts 

Center directors v/ere asked whether they 
discounted fees to some children and, if so, to 
whom. Eighty-five percent of the 357 centers 
that answered the question reported discounts 
for multiple children in the same family and 
78% gave discounts to staff members' children. 
Twenty four percent gave discounts to 
employees of certain businesses. Discounts 
were most common in Colorado and least 
common in Connecticut. The high incidence of 
discounts for particular groups in Colorado 
may be related to a higher incidence of national 
system centers in the Colorado sample. For- 
profit centers gave significantly more discounts 
than nonprofit. In each state, the differences in 
frequency of discounts, unrelated to the family 
income of the child, between for-profit and 
nonprofit centers averaged about 20 percentage 
points. The offering of most types of discounts 
was not significantly related to program scope, 
except that discounts to staff members were 
less frequent in cemers with subsidized 
children and discounts were more frequent in 
centers with school-aged programs. 

Sliding scale fees based on family income and 
other help to low-income children from the 
center were more common among nonprofit 
than for-profit centers. Nearly one-third of 
nonprofit centers (31.4%), but only 7% of for- 
profit centers offered sliding scales. Forty 
percent of nonprofit and 18% of for-profit 
centers offered some other form of help to 
low-income children. A significantly smaller 
percent of centers in North Carolina used 
sliding scales (10% overall). Centers that 
served more children with public subsidies 
were also more likely to offer sliding scales. 
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For-profit centers were more likely to use their 
own profits to pay for whatever subsidies they 
offered to children (Table 8.7), while nonprofit 
centers were more likely to use funds from 
sponsors or other outside funding. The greater 
frequency of subsidies in nonprofit centers, 
however, meant that as a fraction of total 
centers, the number of centers using profits to 
fund subsidies was nearly identical in the two 
sectors. The extra subsidies in the nonprofit 
sector came from the outside sources. There is 
no way to tell from these data whether the 
subsidies were offered to assist children or 
merely to fill vacant slots. Centers serving 
more publicly subsidized children were 
significantly less likely to use their own profits 
to subsidize children and more likely to use 
outside sources. 

Sources of Financing 

Nonprofit centers, and centers serving more 
publicly subsidized children, showed more 
variety in income streams for the center as a 
whole, with more of them tapping United Way, 
local businesses and philanthropic groups and 
holding fund raising events. The cost of this 
more diversified funding stream was that 
nonprofit directors and staff spent an average 
of 157 hours per year, per center, on fund 
raising, while for-profit directors and staff 
spent 44 hours per center on average. 

Fee Increases 

Seventy-one percent of ill centers had raised 
their fees in 1992 or 1993 and only 11% had 
last raised them in 1990 or earlier. The 
average increase, when fees were last 
increased, was 6.89%. Connecticut centers, 
and particularly Connecticut for-profit centers, 
were significantly more likely to have gone 
longer without increases, possibly reflecting the 
greater severity of the recession in Connecticut 
than in the other states. Overall, for-profit 
centers were significantly more likely to have 
raised rates recently than uonprofit centers. 
The amount of the last increase and the plans 
to increase fees over the next six months were 
not significantly related to state, sector, or age 
composition of children. However, centers 
serving more infant/toddlers had raised fees 



somewhat more, and centers serving a higher 
percentage of subsidized children reported 
fewer plans to raise rates. 

Supplemental Analyses of Scale and 
Quality 

Size of Center 

Analysis of centers by size (Table 8.8), showed 
that larger centers had lower expended cost per 
child hour than smaller ones. Centers were 
divided into three size groups based on FTE 
enrollment. Small centers enrolled less than 40 
FTE children (122 centers), medium 40 to 80 
(153 centers), and large greater than 80 (124 
centers). The size groups were then compared, 
holding state and profit sector constant. To 
simplify the table, the sector means are 
excluded. 

In general, costs, revenues, subsidies, and 
public support per child hour declined as the 
size of the center increased. Revenue from 
parent fees and profit per child hour showed no 
significant difference. 

Among cost components, labor costs per child 
hour declined as size increased. Small centers 
averaged $1.69 per child hour while medium 
and large centers both averaged $1.41. 
Occupancy costs did not differ significantly. 
Total expended costs p.r child hour averaged 
$2.39 in small centers, $2.02 in medium 
centers, and $1.97 in large ones. The decline 
in expended costs as size grew was largest in 
California and Colorado but nonexistent in 
Connecticut and North Carolina. Full cost of 
care was also lower in larger centers -$3.18 in 
small, S2.71 in medium, and $2.52 in large 
centers. 

Total Revenue per child hour declined as size 
increased, from $2.43 in small centers to $2.09 
in medium and $2.05 in large centers. As both 
cost and revenue declined with size of center, 
the differences in profits or surplus were not 
significant. Subsidies, particularly volunteers 
per child hour fell as size increased. The 
percentage of subsidized children did not differ 
significantly or consistently across states and 
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sectors with size. Foregone earnings were not 
significantly related to size. 

Fee revenue from parents in for-profit centers 
declined as size increased except in North 
Carolina. However, maximum monthly fees 
and state reimbursement rates showed no 
significant relation to size. 

Overall, the results showed significant 
economies of scale in child care centers. The 
costs in large centers were as much as 20% 
lower than in small centers. Revenues were 
also lower, neutralizing any effect on profits. 
However the relationship between actual fees 
and subsidized children and size of center was 
too complex to sort out with this level of 
analysis. 

Quality of Care 

The structure of our study provided no obvious 
place to compare quality of care with the 
financial variables of cost, revenues, fees and 
subsidies. These relationsips were, 
nevertheless, of great interest to the study 
team. Therefore, three-way ANOVA tests 
were performed by quality and the financial 
data reported in this chapter. 

The centers were divided into poor quality 
(quality index below 3), mediocre (between 3 
and 5) and developmentally appropriate (above 
5). The values of monthly fees for preschoolers 
and infants, expended cost per child hour, 
labor cost per child hour, facilities cost per 
child hour, in-kind donations, foregone 
earnings by job title, full cost per child hour, 
total revenue per child hour, and profit per 
child hour were all te"ed against the three 
categories of quality, holding state and profit 
sector constant. While the higher quality 
centers tended to have higher costs and 
revenues, the results were uniformly not 
statistically significant. That is, for example, 
monthly fees were not significantly different in 
centers with different quality levels. Nor were 
expended costs per child hour, nor other cost 
variables, nor revenues, nor profits. 



The quality analysis was also performed on 
cost data deflated by the cost of living index 
for each state. In that case, if the effects of 
location were ignored, then quality was related 
to expended costs (one point change in quality 
implied a 10% change in cost), but when state 
was held constant, this relationship disappeared 
again. 

There appears to be some relationship between 
quality and cost, but without resorting to the 
more sophisticated, multivariate models in 
chapters 12 and 13, it cannot be said with 
confidence that developmentally appropriate 
care is more expensive than mediocre or poor 
care. 



Costs to Society, Centers, and Parents 

Table 8.9 summarizes who pays for child care 
as a result of the analysis reported in this 
chapter. It shows the relationship on average 
between the full cost of the resources used in 
ECE (valued at their alternative uses) the actual 
or expended cost to the centers, and the cost to 
parents for care. The Table shows five 
definitions of the cost of care and their 
relationships to each other. 

(1) Full cost of care is the broadest definition; 
it includes ail costs to the center plus the value 
of all subsidies, even the implicit subsidy from 
foregone wages. 

(2) Cost with in-kind donations includes 
expended costs of the center and in-kind 
donations, but excludes foregone wages. If 
one believes that ECE workers are fully 
compensated for their work and are therefore 
making no donation of their labor, then this 
would be the full cost of ECE including 
donations. 

(3) Expended Costs are what the center sees as 
costs, excluding in-kind donations, but still 
including cash subsidies from public and 
private sources. 

(4) Total revenue includes expended cost plus 
profit. 
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(5) Parent fees are the average of revenues per 
parent, but that average includes the parents of 
subsidized children who pay less than full fees, 
or even nothing. Fees for parents who pay the 
full fee in a given center would be substantially 
higher. In for-profit centers, parent fees for 
most parents approximately equal cash costs to 
the center. In nonprofits, the smaller number 
of parents who pay full fees may means that 
parent fees will not be as high as cash costs. 

(6) Net parent cost is the actual cost of child 
care to the parent after allowing for the child 
care credit. Nearly all parents are entitled to a 
credit on their income taxes for child care 
expenses. That credit rate ranges from 30% of 
child care expenses for lower income parents 
down to 20% for middle and upper income 
parents (adjusted gross income greater than 
$28,000). As the credit is limited by the 
earnings of the parent with the lower income, 
most, but not all, parents will qualify if both 
have earnings. Given the average incomes of 
parents in these centers, it appears that most 
families would qualify only for the 20% credit. 
Net Parent cost is the average parent fee after 
deducting that 20% income tax credit. 

On average, parents paid for less than half the 
full cost of ECE, although that fraction was 
slightly higher in for-profit centers and for 
parents who paid the center's full fee. Another 
35 % was paid by the federal child care income 
tax credit or cash contributions by states and 
other organizations and this share was 
somewhat higher in nonprofit centers. In-kind 
donations amounted to less than 10% of full 
costs. Foregone earnings accounted for almost 
20% of full cost. While the overall pattern of 
cost sharing was similar across states, the 
effect was to charge parents a somewhat 
smaller part of the cost of providing care in the 
states with higher costs. 

Parents' payments were higher for those who 
paid the center's full fee. Those parents paid, 
on average $1.92 per child hour for preschool 
fees. Even here, the child care tax credit 
reduced their costs by an average of $.21 per 
child hour or about 60% of the full cost. 



In for-profit centers, overall, parent fees 
represented almost 90% of center total 
revenue, $1 ^4 per child hour, and 70% of the 
estimated $2.62 full cost of care. After 
deducting the child care tax credit, parent fees 
amounted to 62% of for-profit full cost. In 
nonprofits, because of a smaller percentage of 
parents paid full tuition, parents paid on 
average $1 .25 per child hour or about 40% of 
the $3.04 full cost of care. 

If parents paid all of the costs of child care, 
their burden would be substantial. A 
comparison of the expended and full costs of 
care with family incomes, suggests how much. 
The average annual expended cost to provide 
services for one child was $4,940 per year. 
This represents 8% of the median U.S. dual- 
earner family before-tax income of $60,000 in 
1993 if both were working full-time, or 23% 
of the 1993 medina before tax income of 
$21,000 for families headed by a single parent 
employed full time ^Statistical Abstract of the 
U. S. 1994, pp. 429 and 474). The full cost 
per child was $6,622, 13% of the dual full- 
time earner family income or 33% of the single 
parent income. 

SUMMARY 

► Nonprofit and for-profit centers had similar 
expended costs, but nonprofit full costs were 
somewhat higher than for-profit centers full 
costs. Connecticut centers were substantially 
more expensive, and North Carolina less 
expensive, than California and Colorado. 
Relative to the cost of living in each state, 
Colorado centers were more expensive than 
those in California or North Carolina. 

► Tlie distribution of expended costs differed 
by sector with nonprofits spending more on 
labor and for-profits spending more on 
facilities. These results hold with or without 
counting donations of labor and space. 

► '^ees charged to parents were closely related 
to expended costs across states and sectors. 
Reimbursement from the states differed across 
the four states, \;ith North Carolina paying the 
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highest relative to market rates and Colorado 
paying the lowest. 

► For-profit centers were far more dependent 
on parent fees than nonprofit, although even in 
for-profit centers, parents' net cost after taxes 
was less than two-thirds of the full cost 
(including both supply and demand subsidies). 
Cash and in-kind donations were significant 
sources of revenue for the nonprofits, but were 
not for the for-profits. The nonprofit centers 
served substantially more subsidized children 
and this was associated with higher expended 
and full costs. 

► Profits or surpluses in the sample amounted 
to about 4% of expended costs. The amount of 
surplus did not differ significantly between for- 
profit and nonprofit centers or across states. 

► Quality of care in centers did not have any 
significant relationship to any cost, revenue, or 
profit variable. 



► Economies of scale appeared to be 
significant. The largest centers had the lowest 
costs and revenues per child hour. Profits or 
surpluses did not differ by size. 

► Raising wages and benefits to the same 
level as the average person of the same age, 
education, gender and minority status earns in 
the same states, would raise ECE expended 
costs by about 25 % . Relative to their own 
labor markets, Colorado paid ECE staff worst 
and Connecticut best. 

► Increased proportions of infants and of 
subsidized children increased costs, revenues 
and subsidies. Profits or surpluses were not 
affected. 
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1 . Two nonprofit centers from North Carolina serving all special needs children were eliminated from all 
analyses in this chapter. They were eliminated because they provide a different product and their costs and 
revenues per child hour were high enough to distort the overall averages. 
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Chapter 9 

Descriptive Analysis 
of Preschool Children's 
Developmental Outcomes 

by ELLEN S. PEISNER-FEINBERG & 
MARGARET BURCHINAL 



OVERVIEW 

This chapter presents descriptive comparisons 
by state and sector of the concurrent 
developmental outcomes of preschool children 
who were attending a subsample of the classes 
observed for collection of the quality data. 
The children were in their next-to-last year of 
preschool at the time of data collection, and 
were assessed during the same year in which 
the cost and quality information was gathered. 
The developmental outcomes data are 
represented by the Children domain in the 
conceptual model (Figure 2.1). In addition, 
one family characteristic related to children's 
developmental outcomes (maternal education) 
was examined, represented by the Family 
domain. This domain was included as a 
control, so that differences in children ' s 
outcomes were examined after accounting for 
the effects of the family. Analyses of the 
process quality index, from the Classroom 
Process Quality domain of the model, are also 
presented for the subsample of classes included 
in the outcomes data collection. 



Analysis Plan 

The data were examined descriptively to 
determine whether there were any mean 
differences in these domains by state or center 
sector or their interaction. Because the 
outcomes data included repeated measures for 
more than one child at the same center, the 
analyses controlled for child care center to 
adjust for systematic variation among children 
due to the shared child care experience. In 
addition, maternal education was included as a 
covariate in these analyses to control for family 
effect on children's outcomes. In contrast to 
the statistical techniques used in previous 
chapters, hierarchical linear models were used 
to test whether there were differences in 
children ' s outcomes by state, sector, or the 
interaction of state and sector, adjusting for 
maternal education and child care center. 
These analyses are a form of analysis of 
covariance (ANCOVA) which allows for both 
fixed effects and random effects variables 
within the model, as well as for control 
variables. In these models, state, sector, and 
maternal education were treated as fixed-effects 
variables, and child care center as a random- 
effects variable. Painvise comparisons were 
used to test the means when the main effect for 
State or the State x Sector interaction were 
significant. 

Next, the relationships between children's 
outcomes and three program scope variables 
derived from data at the child care center level 
were examined. The three program scope 
variables included: the proportion of children 
who were -nfants/toddlers, using percent of 
full-lime equivalent enrollment; the percent of 
subsidized children at the center; and whether 
school-age children are served, as indicated by 
the presence or absence of a before- or after- 
school program. Hierarchical linear models 
were used to conduct analyses of covariance 
(ANCOVA) examining the effects of program 
scope, controlling for state and sector, as well 
as for maternal education and within-center 
effects. 
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In addition, state and sector differences were 
examined for maternal education, adjusting for 
child care center. The relationship between 
program scope and maternal education, 
controlling for state, sector, and within-center 
effects was also examined. The classroom 
process quality scores for this subsample of 
preschool classes was analyzed for state and 
sector differences, as well as for the 
relationship to the three program scope 
variables after adjusting for state and sector 
effects. 

Measures 

Developmental outcomes data were gathered 
from individual assessments of the children by 
trained assessors and from teacher ratings of 
the children. The individual assessments 
included three summary measures of cognitive 
skills and one measure of attitudes and self- 
perceptions. Receptive language ability, or 
children's understanding of language, was 
measured using age-standardized scores from 
the Peabody Picture Vocabulary Test-Revised, 
PPVT-R, (Dunn & Dunn, 1981). Pre-reading 
skills, such as recognition of letters, were 
measured using the age-standardized score for 
the letter-word identification subtest of the 
Woodcock Johnson Tests of Achievement- 
Revised, WJ-R, (Woodcock & Johnson, 1989; 
1990). Children's pre-math skills, such as 
simple counting and comparisons among 
different numbers of things, were measured 
using the age-standardized score for the applied 
problems subtest of the WJ-R. Children ' s 
attitudes toward child care and perceptions of 
their own competence were examined using the 
total score from the Attitudes/Perceptions of 
Competence scale (Stipek, 1993). See Chapter 
3 for more detail . 

Based on teacher ratings, three factor scores of 
children's social skills were analyzed. A 
positive behavior factor - which rated 
children's creativity, independence, task 
orientation, and verbal intelligence - was 
derived from the Classroom Behavior 
Inventory, CBI, (Schaefer, Edgerton, & 
Aaronson, 1978). A second CBI factor, 
sociability, was a rating of extroversion and 



general happiness or affect. The third CBI 
factor, problem behaviors, measured children's 
hostility, distractibility, and reversed scoring of 
considerateness. 

Teachers also rated their relationship with each 
child using the Student Tec^her Relationship 
Scale, STRS, (Pianta, 1992; Pianta & 
Steinberg, 1992), and two factors were derived 
from this measure. The STRS global positive 
factor measured the warmth of the teacher- 
child relationship and openness of 
communication between the teacher and child. 
The STRS global negative factor rated 
conflict/anger, dependency, and troubled 
feelings in the teacher-child relationship. 
(Further information about the scoring and 
factor analyses of all these variables is 
provided in Chapter 3.) 

In addition, information on the level of 
maternal education, based on the highest 
degree or amount of schooling obtained, was 
provided from the parent surveys. These 
figures were converted to average number of 
years of education in the analyses. (See Table 
3.5 for a description of the sample by reported 
level of maternal education.) 

Because the data collection on children's 
developmental outcomes included only a 
subsample of the classes and centers in the cost 
and quality data collection, analyses of the 
classroom process quality index were also 
included to describe this subsample. The 
classroom process quality index reported here 
only included scores from the preschool-age 
classrooms, and not the infant/toddler 
classrooms, since only the former participated 
in this phase. Additionally, these classrooms 
had to be serving children who were in their 
next-to-last year of preschool (i.e., eligible for 
kindergarten in the 1994-95 school year) at the 
time of the cost and quality data collection; 
classrooms which had only younger or older 
children were not included in this sample. 

RESULTS 

Table 9.1 lists the means, standard deviations, 
and test statistics for comparisons by state. 
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center sector, and program scope of each of 
the child outcomes measures, maternal 
education, and quality of the child care 
classroom. Means and standard deviations are 
presented by state and sector, as well as the 
overall total. In these tables, the F-statistics 
for comparisons of the four state means, the 
for-profit and nonprofit center means, and the 
interaction of state and sector can be found in 
the columns following the means. 
Unstandardized regression coefficients ire 
listed for the three program scope variables. 

Language Ability (PPVT-R) 

Children's receptive language ability differed 
significantly by state, after accounting for the 
effects of maternal education, with a significant 
interaction with center sector. Children in 
North Carolina tended to have lower language 
scores than children in the other states, while 
children in Connecticv* tended to have higher 
scores than children in the other states. A 
modest State x Sector interaction reflected that 
the difference in scores between children in 
for-profit and nonprofit centers was greater in 
Colorado than in Connecticut or North 
Carolina. Examination of the means suggests 
that in Colorado, children in for-profit centers 
tended to score higher in verbal ability than 
children in nonprofit centers, whereas there 
was little difference in children's scores by 
sector in Connecticut and North Carolina. 



Children in Colorado also had lower pre- 
reading scores than children in California or 
Connecticut. Children in Connecticut 
performed better in pre-math skills than 
children in the other three states, while 
children in Colorado also scored higher than 
those in North Carolina. Finally, a significant 
effect for sector indicated that children in for- 
profit centers tended to have better pre-math 
skills than children in nonprofit centers. 

Two of the three program scope variables were 
related to children ' s pre-academic skills. 
Preschool children attending centers serving a 
higher proportion of subsidized children scored 
lower in both pre-reading and pre-math skills 
than children at centers serving fewer 
subsidized children. In contrast, children u 
centers serving proportionally more 
infants/toddlers scored higher in pre-reading 
ability than those at centers with proportionally 
fewer infants/toddlers. 

Attitudes/Seicf-Perceptions 

No differences by state or sector were found in 
children ' s perceptions of competence and 
attitudes toward child care. One difference 
was found in program scope, with children at 
centers serving relatively more subsidized 
children scoring lower on this measure (i.e., 
having less positive attitudes) than children at 
centers with fewer subsidized children. 



There were significant differences in children ' s 
scores for one of the scope variables, 
percentage of subsidized children. This 
variable was negatively related to children's 
language scores, indicating that preschool-age 
children at centers which served a higher 
proportion of subsidized children scored lower 
in language ability than children at centers with 
fewer subsidized children. 

Pre-Academic Skills 

Similarly to language ability, the pre-academic 
skills of children differed across the four 
states, after controlling for the effects of 
maternal education. Tlie pre-reading skills of 
children in North Carolina were significantly 
lower than those of children in the other states. 



Social Skills 

No significant differences by state or sector 
were found in teacher ratings of children's 
social skills for all three factors of the CBI - 
positive behaviors, sociability, and problem 
behaviors. Similarly, these ratings were not 
related to any of the program, scope variables. 

Teacher-Child Relation.ship 

No differences by state, center sector, or 
program scope were found in teacher ratings of 
either the global positive or global negative 
factors of the teacher-child relationship. 



CHAPTER 9 197 

L' b n 



Maternal Education 

Maternal education differed by state and sector. 
Maternal education was lower in North 
Carolina than in the other three states, and 
higher in California than in the other states. 
Mothers who used for-profit child care centers 
tended to be more highly educated than those 
using nonprofit centers; however, there was a 
significant interaction indicating that this 
pattern held- for California and Connecticut, 
while the reverse was true in North Cajolina, 
where more highly educated mothers were 
more likely to use nonprofit than for-profit 
centers. 

Two of the program scope variables showed a 
negative relationship to maternal education. 
Mothers of children attending centers with 
proportionally more subsidized children or 
centers serving school -age children had less 
education compared to mothers of children at 
centers with relatively fewer subsidized 
children or those not serving school-age 
children. 

Classroom Process Quality 

The influence of state, sector, and program 
scope on classroom process quality scores was 
examined for the siibsample of centers included 
in the outcomes phase of the study. The 
classroom process quality index for the 
preschool-age classrooms included in the 
outcomes sample was used, rather than the 
average center score which included both the 
infant/toddler and preschool classrooms, since 
only preschool -age children were included in 
this phase of the study. 

Significant differences were found by state, 
with centers in North Carolina and Colorado 
scoring lower on the quality index than those in 
California and Connecticut. A significant State 
X Sector interaction revealed that the difference 
in quality index scores between nonprofit and 
for-profit centers was substantially greater in 
North Carolina than in the other states. The 
quality index scores tended to be higher in 
nonprofit than for-profit centers in North 
Carolina, while there was little difference by 
sector in the other states. 
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Provision of programs for school-age children 
was negatively related to classroom quality, 
indicating that the quality of preschool 
classrooms was lower for centers providing 
school-age care than for centers not providing 
such care. The other two program scope 
variables were not significant. 

CONCLUSIONS 

Overall, these results indicate some consistent 
differences in children's outcomes related to 
state, with children in North Carolina tending 
to be less advanced developmentally than 
children in the other states studied and children 
in Connecticut more advanced, after accounting 
for the effects of maternal education. The 
differences in children's outcomes are 
consistent with differences in child care 
quality. The overall quality of this sample of 
child care centers was lower in North Carolina 
and Colorado, and higher in California and 
Connecticut. 

In general, children in North Carolina tended 
to score lower on measures of cognitive skills 
than children in the other three states, while 
children in Connecticut tended to score the 
highest of the states sampled in this study. 
These differences in children's cognitive skills 
were mirrored by differences in maternal 
education, with mothers in North Carolina 
having less education than those in the other 
states. 

Differences by sector showed mixed resuhs, 
with some evidence for higher scores by 
children in for-profit than nonprofit centers on 
some cognitive skills. Across the sample, pre- 
math skills were higher for children in for- 
profit than non-profit centers. For receptive 
language ability, this pattern of sector 
differences was only found in Colorado. 
Mothers using for-profit child care centers 
tended to have higher levels of education than 
those using nonprofit care, although the reverse 
was true in North Carolina. The overall 
ratings of child care quality tended to be higher 
in nonprofit than for-profit centers in North 
Carolina, while there was little difference by 
sector in the other states. In general. North 
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Carolina looks somewhat different from the 
other states in terms of differences between the 
nonprofit and for-profit sectors. 

There were no differences by state or sector in 
children's views of themselves and their child 
care experience. Similarly, teacher ratings of 
both positive and negative aspects of children's 
social skills and the teacher-child relationship 
did not differ by state or sector. 

Some differences related to program scope 
were found, with the most consistent finding 
being the negative relationship between the 
proportion of subsidized children at the center 
and children's outcomes. Children attending 
centers with a higher proportion of 
subsidization scored lower in language and pre- 
academic skills, had less positive views of 
themselves and their child care experience, and 
had nniothers with less education, This finding 
is not surprising given the already known 
relationship between family socioeconomic 
status and children's development (e.g. 
Caughy, DiPietro, & Strobino, 1994; Duncan, 
Brooks-Gunn, & Klebanov, 1994; Walker, 
Greenwood, Hart, & Carta, 1994), and the 
likelihood that a greater » ,mber of poorer 
children participated from centers with higher 
subsidization rates. Additionally, provision «... 
school-age child care was negatively related to 
both maternal education and classroom quality, 
although it was not related to any of the 
measures of children's outcomes. 

The results on the process quality of the 
subsample of classrooms included in the 
outcomes phase suggest that this sample closely 
resennibles the larger sample in terms of center 
characteristics. The mean quality index scores 
for preschool rooms were quite similar in both 
samples (see Tables 6.2 and 9.1). There were 
significant state differences in both samples, 
with centers in North Carolina and Colorado 
being rated lower than those in California and 
Connecticut. A significant interaction effect in 
both samples indicated that higher scores for 
nonprofit centers compared to for-profit were 
found only for North Carolina, although the 
main effect for sector did not reach 
significance in the outcomes subsample. A 
comparison of Tables 6.1 and 9.1 shows a 



similar pattern of results for the program scope 
\ ariables. Provision of school-age care was 
negatively related to quality in both samples, 
while other aspects were not significantly 
related in either sample. The overall picture 
suggests that the pattern of results is quite 
similar across the two samples. 

SUMMARY 

*' After controlling for the effects of 
maternal education, children in North Carolina 
tended to score lower on measures of cognitive 
skills than children in the other three states, 
while children in Connecticut tended to score 
higher than the other states sampled. 

► These differences in children's outcomes 
are consistent with differences in child care 
quality in this sample, with centers in North 
Carolina and Colorado measuring lower in 
process quality than centers in California and 
Connecticut. 

► There was some evidence of higher scores 
on two measures of cognitive skills for children 
attending for-profit than nonprofit centers, after 
accounting for maternal education, although 
this pattern was not found in all states. 

*' Mothers using for-profit child care tended 
to be more highly educated than those using 
nonprofit care, except in North Carolina where 
the differences were in the opposite direction. 

*■ No differences were found by state, sector, 
or program scope in teacher ratings of 
children's social skills or of the teacher-child 
relationship for both positive and negative 
aspects of each. 

► North Carolina looks somewhat different 
from the other states in terms of child care 
quality as well as children's outcomes. The 
overall quality was lower, although there were 
greater "lector differences in quality than in the 
other states. In North Carolina, quality was 
higher in nonprofit than for-profit centers; 
similarly, maternal education levels were 
higher in nonprofit than for-profit centers in 
this state. 
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► The most consistent finding related to 
program scope was that children who attended 
centers with higher proportions of subsidized 
children scored lower in cognitive skills, had 
less positive attitudes, and had mothers with 
less education. This finding may relate to the 
already known relationship between family 
income and children's development. 

► A similar pattern of results was found for 
the quality index from both the subsample of 
centers included in the outcomes phase of the 
study and the overall sample for which cost 
and quality data were obtained. 
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Chapter 10 

Parents as Child Care 
Consumers 

by DEBBY CRYER &. MARGARET 
BURCHINAL 



This chapter examines characteristics of parents as 
child care consumers with regard to the relation 
between the domains of Family and Finances as 
described in the Conceptual Structure Model in 
Chapter 2. The child care related values of parents 
with children in a subsample of the observed 
classrooms in the study are reported as well as 
parents' ratings of the quality of the classrooms. 
Parents' ratings are compared to observer ratings 
for each aspect of care. Differences between 
observer and parent ratings are related to parents' 
values and the relative ease of monitoring the 
various aspects of care that are assessed. 

The parent data referred to in this chapter come 
from one of two parent questionnaires--the 
Preschool Parent Questionnaire (ECERSPQ) 
adapted from the Early Childhood Environment 
Rating Scale (Harms & Clifford, 1980) and the 
Infant/Toddler Parent Questionnaire (ITERSiPQ) 
adapted from the Infant/Toddler Environment 
Rating Scale (Harms, et al., 1990). Observer data 
come from the ECERS and ITERS. All 
instruments are described in Chapter 3 . 
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SAMPLE 

Classrooms 

The sample for this component of the study 
includes only those classrooms where parents 
returned questionnaires. Of the 228 infant/toddler 
classrooms in the total sample, 173 (76%) are 
represented with parent questionnaires, while for 
the preschool classrooms, 409 of 521 classrooms 
(78%) are represented. 

The sample of classrooms included in this 
component of the larger study have somewhat 
higher observed quality scores than classrooms in 
the total sample. A T-test comparison of ITERS 
and ECERS quality for classrooms with and 
without returned Parent Questioimaires found small 
but significant differences (infant/toddler t(226 ) = 
-2.49, p <.02; preschool t(519 ) = -2.56, p 
<.02). 

The estimated number of parent questionnaires 
distributed in all infant/toddler groups was 1308, 
with a total of 727, or 56%, returned. The 
estimated number of parent questionnaires 
distributed in all preschool groups was 7711, with a 
total of 2407, or 31%, returned. In infant/toddler 
classrooms where questionnaires were returned, the 
average number of responses received was 4.2 
responses per room while in the preschool groups 
the average was 5.9 responses per room. 

Parent Demographic Information 

A summary of the demographic characteristics of 
respondents is shown in Table 10. 1. In both the 
infant/toddler and preschool groups, the sample of 
parents was generally a well-educated group with 
reported incomes higher than the median household 
income for each state (U.S. Department of 
Commerce, 1993). The parent sample included a 
somewhat lower percentage of families who receive 
subsidized care. The correlation between the 
proportion of parents reporting that they received a 
subsidy and the proportion of center parents 
reported by the director to be receiving a subsidy 
was only modeiaie with the proportion of parents 
that the director indicated received a subsidy, there 
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was only moderate agreement (r=.63). 
RESULTS 

PARENTAL VALUES 

To examine parents' values for various aspects of 
child care, parents were asked to indicate the 
importance of each item on the Parent 
Questionnaire using a scale ranging from 1, 
indicating "not important" to 3, "very important." 
Means for each item were calculated, as well as 
item ranges and standard deviations. These figures 
are shown for the ITERSPQ in Table 10.2 and for 
the ECERSPQ in Table 10.3. 

For the ITERSPQ almost all items had a range of 1 
to 3. The eight exceptions had a range of 2 to 3. 
For the ECERSPQ, all items had a range of 1 to 3. 
In general, all items for both infant/toddler and 
preschool questionnaires received high importance 
scores, with no mean score for any item under 
2.25. The mean total score for all items on the 
ITERSPQ was a 2.84 out of a possible 3. The 
mean total score for all items on the ECERSPQ 
was a 2.79 out of a possible 3. 

To test the relative value parents placed on the 
different aspects of care listed in the parent 
questionnaire, items were categorized by type 
according to whether they related primarily to 
health, safety, interactions with or among children 
or other aspects (primarily curriculum and adult 
needs related requirements). Median parent value 
scores for each type of item were calculated as 
shown in Table 10.4. Item groups were compared 
using a non-parametric Matched Pairs Signed Rank 
Test, which compared the differences in ranks of 
parent values scores and the observer quality scores 
(see Table 10.5). For the infant/toddler group, 
parents valued the Interaction and Health items 
equally and most highly, followed by Safety, and 
finally the Other items. Parents with children in 
preschool groups valued the Safety items most 
highly, which were closely followed by 
Interactions, then Health and finally the Other 
items. 

MANOVAS were used to compare parents" child 
ciu-e-rclated value ratings to see whether the overall 
scores varied as a function of state, auspice and 
program scope. Significant overall differcn' cs for 



the infant/toddler group related to state, F(15, 
1965)=2.37, p<.01), the percent of subsidized 
children in the center, F(5, 7 12) =3. 09, p<.Ol) 
and the percent of infants/toddlers in the center 
F(5, 712)=3.24, p<.01). Significant overall 
differences for the preschool group related to state, 
F(15, 6595)=3.69, p<.0001), auspice, F(5, 
2389) =4.22, p<. 001),. and the percent of 
subsidized children in the center, F(5, 
2389)= 16.29, p<.0001). 

Table 10.6 presents mean scores for parents' child 
care related values by state and sector as well as 
the analysis of variance and covariance tests of 
significance. For the infant/toddler group, the 
importance parents placed on the aspects of child 
care assessed in the ITERS were similar across 
states and sector except parents in Connecticut 
valued the interaction group of items more highly 
than did parents in Colorado. For preschool 
parents there was more variation in child care 
values. Parents of preschoolers in North Carolina 
valued the health items more highly than parents in 
California, Connecticut and Colorado. Parents in 
California also valued the health items more highly 
than parents in Coimecticut. Parents in nonprofit 
centers indicated higher importance for the "other" 
type items and for all items than did parents of 
children in for-profit centers. 

Table 10.6 reports anaJysis of co-variance tests of 
the relation of program scope variables to parents' 
child care related values. For the infant/toddler 
group, parents using programs with a smaller 
percent of infants/toddlers were found to value the 
interaction and "other" type items, as wull as all 
items, more highly than parents with children in 
programs serving a higher percent of 
infants/toddlers. For the preschool group, parents 
in centers enrolling a higher percent of subsidized 
children indicated higher values for the health, 
safety, and other type items, as well as all items. 

To examine whether parents placed their children in 
programs where their relative ECE values were 
reflected in observer quality scores on the ITERS 
and ECERS, a comparison of ranks was used. 
Table 10.7 shows the mean quaJity scores for the 
item types as assessed by trained observers. Parent 
values for the item types were ranked by mean 
importance score and compared to the ranks of the 
quality scores for these item types provided by 
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trained observers (shown in Table 10.8). For the 
infant/toddler group, the comparison of ranks 
indicate some differences. Parents valued health 
(2.92) items very highly, but observed health item 
scores were the lowest mean score of all the item 
types. In the preschool group, the match between 
the importance parents place on the different 
aspects of care and the observed quality scores was 
better, with the item types that parents value most 
receiving higher observer scores. It should be 
noted that the mean observer quality scores were 
poor to mediocre for every aspect of care, with 
ITERS scores hovering around the minimal (3) 
level, and ECERS scores somewhat higher, but not 
reaching a level that is considered by professionals 
to be good (5). 

Comparison of Parent and Observer 
Classroom Quality Ratings 

To collect program quality assessment information 
from parents, parents were instructed to score the 
items on the Parent Questionnaire by how well 
their child's classroom did on each. Score 
possibilities ranged from 1 (not well) to 7 (very 
well); a "Don't Know" response was also possible. 
Scores for types of items (health, safety, 
interactions, other and all) were calculated as well 
as scores for more and less easily monitored items. 

MANOVAS compared parents' quality scores to 
see whether the overall scores varied as a function 
of state, sector and program scope. There were 
significant overall state-level differences for the 
infant/toddler group, F(21, 2016)=l-..03, 
p<.0001). For the preschool group, there were 
significant differences related to State, F(21, 
6800)=4.08, p<.0001), Sector, F(7, 2368)=4.27, 
p<.0001). State x Auspice , F(21, 6800) =3.28, 
p<.O0Ol), percent of subsidized children, F(7, 
2368)=11.13, p<.0001), percent of 
infant/toddlers, F(7, 2368)=3.39, p<.01), and 
whether the center offered school-age child care, 
F(7, 2368) = 3.24, p<.01). 

An analysis of variance procedure was i.sed to test 
whether parents' quality ratings varied as a function 
of state and sector. The results are shov n in Table 
10.9. For the infant/toddler group, parents in 
Connecticut consistently scored the quality of their 
children's care more highly on all the item groups 
than did parents in California, Colorado, and North 



Carolina. Preschool parents in California and 
Connecticut scored the quality of their children's 
programs higher than parents in Colorado and 
North Carolina on the safety, interaction, other, 
more easily, and less easily monitored types of 
items, and their ratings were significantly higher on 
all ihe items. Connecticut parents scored the 
quality of the health type items higher than parents 
in California, who scored them higher than parents 
in Colorado. North Carolina parents' scores on the 
health items did not differ from those of parents in 
the* other three states. For all groups of items, 
parents with preschool children in nonprofit centers 
gave higher quality ratings than parents with 
children in for-profit centers. An interaction 
between state and sector was found for the 
"interaction" ite.ns. Parents in North Carolina 
gave higher quality ratings to nonprofit centers than 
to for-profit centers. 

Analysis of co-variance was used to examine the 
relation of program scope variables to parents' 
quality scores (see Table 10.9). For the 
infant/toddler group none of the program scope 
variables was found to relate to parents' quality 
ratings. For the preschool group, parents' quality 
scores were higher for centers enrolling more 
subsidized children for every group of items except 
interactions. Their quality ratings were lower on 
all groups of items for centers with higher 
percentages of infants/toddlers and school-aged 
children. 

Classroom quality assessments by parents were 
compared with those of trained observers using a 
mixed models analysis, which controls for multiple 
responses within a classroom (Laird & Ware, 1982; 
McLean, Sanders, & Stroup, 1991). For the 
infant/toddler group, the mean parent quality score 
was 6.1 while the trained observer mean was 3.5. 
The parent mean for the preschool group was 6.0, 
while the observer mean was 4.3. The quality 
ratings by trained observers and parent 
questionnaire respondents for all infant/toddler and 
preschool items are shown in Table 10.10. For both 
groups significant differences were found 
(infant/toddler t(950) =4 1 .84 p < .0001 , effect 
size = 3. 25; preschool t(2924)=45.74 p>.0001, 
effect size =2.32). 

In general, a majority of parents scored the quality 
of their child's program within a range of five to 
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seven. In fact, 90% of all preschool parents and 
91% of all infant/toddler parents scored their 
children's programs in the developmentally 
appropriate range (5-7). No prominent linear trend 
appeared in the data to indicate that parents 
consistently give lower scores to programs given 
lower quality scores by trained observers. Parent 
scores are in accord with observer scores primarily 
when respondents had children who were in high 
quality programs. When children were in mediocre 
or poor scoring programs, respondents continued to 
assign high scores to those classrooms also. 

The question of whether parents assessed programs 
of lower quality differently than programs of higher 
quality was examined. It is possible that the 
difference between the scores provided by 
questionnaire respondents and trained observers 
might have been due to parents' use of a more 
restricted scale when assessing their children's 
care, which did not include the lowest scores used 
by the trained observers. In other words, parents 
with children in low quality care might have 
accurately scored their children's programs with 
lower scores than parents with children in high 
quality care, but they might have only used the 
upper portion (5-7) of the seven point scale in their 
assessment process. To examine this possibility, 
classrooms were divided into quartiles based on 
trained observers' ITERS and ECERS scores. The 
mean parent quality score was then calculated for 
the classrooms in each quartile and compared to 
ascertain whether there v.'ere any differences in 
how parents with children in each quartile scored 
their children's programs. A mixed model was 
used for the ANOVA to adjust for multiple parent 
responses per classroom. 

The overall ANOVA showed significant differences 
for both infant/toddler (F(3,551)=3.60 p < .02) and 
preschool (F(3,2401) = 14.71 p<.001) 
comparisons. Upon completing subsequent 
pairwise comparisons (see Table 10.11) it was 
found that some parents do appear to differentiate 
thf quality of care their children receive while 
others do not. It should be noted that the effect 
sizes are relatively small for these differences. 
Parents with children in the lowest quality 
infant/toddler groups rated the quality of their 
children's classrooms at a slightly, but 
significantly, lower level than parents with children 
in the highest quality cb'srooms. However, there 



are no significant differences between the parents' 
scores in any of the other quality quartiles. 

Similarly, parents of children in the highest quality 
preschool quartile rate the quality of their 
children's care at a modestly, but significantly, 
higher level than parents with children in 
classrooms in the three lower quality quartiles. 
However, there are no significnnt differences in 
quality ratings for parents with children in the three 
lower scoring quartiles. When a correlational 
analysis was used to examine the relationship 
between mean parent score and observer score in 
each classroom, only modest correlation 
coefficients were found for both infant/toddler 
scores (r = .21,p = .0049) and preschool scores 
(r=.29,p = .0001). 

Relationship Between Ease of Monitoring and 
Differences in Observer and Parent Quality 
Scores 

To examine whether the differences between 
parents' quality ratings and observers' ratings were 
lower when parents were assessing aspects of care 
which they could more easily monitor, two groups 
of ITERS and ECERS items were created (more 
easily r nitored and less easily monitored). The 
two groups were based on the relative number of 
"Don't Know" responses parents provided when 
assessing the quality of their children's classrooms. 
The items included in each group are shown in 
Table 10.12. 

In assessing their children's programs, parents had 
the option of providing a quality score of one to 
seven, or they could indicate that they were not 
able to assess the item by selecting "Don't Know." 
The number of "Don't Know" responses varied 
considerably. The ten items with the highest 
percentage of "Don't Know" responses were placed 
into the least easily monitored group, while the ten 
items with the least frequent "Don't Knov" 
responses were placed into the most easily 
monitored group. 

Differences in parent and observer quality scores 
■vere calculated for each group. These differences 
iMore easily monitored parent score minus 
observer score]-[Less easily monitored parent score 
minus observer score] were then compared using a 
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mixed models analysis, and fit an intercept-only 
model to estimate the mean difference score and 
test whether the intercept was 0. 

For the infant/toddler group, the test indicated that 
the difference between parent and observer scores 
was significantly lower when assessing the items 
classified as more easily monitored (t(546) = -5.52 
p< .001, effect size=-.63). For the preschool 
group, the test also indicated that the difference 
between parent and observer scores was slightly, 
but significantly, lower when assessing the items 
classified as more easily monitored than less easily 
monitored (t(2386)=-5.56 p<.001, effect 
size = -.31). 

Relationship Between Parental Values and 
Quality Ratings 

A mixed model analysis was performed to test 
whether the differences between parent and 
observer assessments of quality were related to 
parental values for the various aspects of care. The 
parent and observer quality rating difference score 
[(Parent Quality Score) - (ECERS/ITERS Observer 
Score)] was used as the dependent variable, 
parental importance ratings were used as the 
independent variable and a slope of 0 implied no 
relationship between the parent importance ratings 
and the parent/observer difference scores. For both 
infant/toddler and preschool groups, there was a 
significant relationship between parent importance 
scores and the difference between parent and 
observer quality scores. Both sets of results 
indicated that the parent quality scores were on 
average significantly higher than the observer 
quality scores; and as the parent importance scores 
increased, the difference between parent and 
observer scores also increased significantly (see 
Table 10.13). More specifically, for the 
infant/toddler group, as parent importance scores 
increased by one point, the difference between 
parent and observer quality scores increased by 
.84. For the preschool group, as the importance 
scores increased by one point, then the difference 
between par.nt and observer quality scores tended 
to increase by 1 .03. 

DISCUSSION 

Today, in the United States, the importance of 
parents as the primary decision makers in child 



care is generally accepted. Our society depends on 
parents to be discriminating consumers of child 
care and relies on them to act as informal monitors 
of program quality. However, the concept of 
parents as consumers who can make informed 
choices to maximize children's opportunities for 
positive development is controversial. 

Recent assessments of child care programs by early 
childhood professionals have indicated that many 
child care centers offer disturbingly low quality 
programs (Clifford, Russell, Fleming, Peisner, 
Harms, & Cryer. 1989; Cryer, Clifford, & Harms, 
1988; Kisker, Hoffenh, Phillips & Farquhar, 1991; 
Scarr, Eisenberg & Deater-Deckard, 1993; 
Whitebook, Howes & Phillips, 1989) which may 
well compromise the developmental needs of 
children (Burchinal, Nabors, Bryant & Roberts, 
1994; Doherty,1991; Hayes, Palmer & Zaslow, 
1990; Galinsky, Howes, Kontos & Shinn, 1994; 
Phillips, & Howes, 1987; Zaslow, 1991; 
Whitebook, et al., 1989). Yet, the majority of 
studies which examine parents' satisfaction with 
their child care arrangements indicate that only a 
minority of parents are dissatisfied (American 
Federation of State, County and Municipal 
Employees, 1987; Kontos & Wells. 1986; 
Whitehead, 1989; Wilier, Hofferth, Kisker, 
Divine-Hawkins, Farquhar, & Glantz, 1991). 

There are several possible explanations for the 
dichotomous relationship between parents' 
satisfaction and early childhood professionals' 
assessments of quality. First, one might assume 
that parents are well informed about the quality of 
care their children receive, but do not prioritize 
their values in the same way that early childhood 
professionals do, placing cost and convenience 
above more child-related aspects of care such as 
health, safety or warm interactions (Hofferth, 1991; 
Kisker & Maynard, 1991). Thus they would be 
satisfied with the care they purchased because it 
matches their values, and they v/ould have no 
reason to demand higher quality from the child care 
market. 

A second explaination of parents' satisfaction with 
programs that early childhood professionals 
consider to be of low quality is that even though 
parents value the same aspects of care that early 
childhood professionals do (Browne Miller, 1990; 
Mitchell, Cooperstein & Lamer, 1992) they are not 
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well-informed about the care their children receive 
(Browne Miller, 1990; Cryer, 1989; Fleming, 
1989; Shinn, Phillips, Galinsky & Whitebook, 
1990). They may think that their values are 
represented in the child care they purchase and be 
unable to judge the actual quality of services. In 
economic terms, the parents would thus be 
consumers who make judgements based on 
imperfect information about the product they are 
purchasing (Walker, 1991). If this explanation is 
correct, then parents' inadequate information could 
partially account for their apparent satisfaction with 
the poor performance or low quality of child care 
programs (Weisbrod, 1988). The results of this 
study provide some support for this second 
assumption. 

Parents' Child Care Related Values 

In interpreting the results of this study it is 
important to remember the characteristics of the 
parents in the sample that responded to the parent 
questionnaires. On the whole, the sample is 
generally a well-educated group with incomes that 
are higher than the median household income for 
each state. Considering the characteristics of the 
sample, one might expect the parents in this study 
to be reasonably well-informed consumers who are 
able cO match the products they purchase to their 
values. First, findings from the present study 
indicate that parents report high importance for the 
majority of criteria which early childhood 
professionals believe to constitute high quality child 
care. Because parents were asked to rate the 
importance of criteria with specific descriptors 
attached, the finding is more definitive than in past 
studies (Browne Miller, 1990; Shinn, M., Phillips, 
D., Howes, C, Galinsky, E. & Whitebook, M. 
, 1990) where the same aspects of quality were not 
tightly defined for both parents and professionals. 
In fact, when given explicit requirements for the ■ 
criteria that are generally found in professional 
definitions of high quality early childhood programs 
parents reported high importance for almost all. 

Parents' child care related values appear to be 
relatively consistent across state and auspice. For 
the infant/toddler group, only two sets of difference 
were found. Parents in Connecticut reported 
valuing more highly the interaction type items than 
parents in Colorado, and parents with 
infants/ toddlers in centers enrolling fewer 



infants/toddlers valued interaction, "other" and all 
items more highly than parents with children in 
centers enrolling a higher percent of these young 
children. Parents of preschoolers were not quite as 
consistent across state and auspice in their child 
care related values as parents of infants/toddlers. 
Parents of preschoolers in North Carolina gave 
higher importance ratings to the health type items 
while parents of preschoolers in nonprofit centers 
gave higher scores for the "other" type items and 
also all the items. It appears that parents of 
preschoolers in centers that have a higher percent 
of subsidized children value all types of items, 
except the interaction group, more highly than 
parents in centers with fewer subsidized children. 
It should be noted that examination of the 
differences in means for the groups of parents are 
truly very small and may not be meaningful in real 
terms. 

With ECE parental values in mind, the performance 
of the early childhood programs on these aspects of 
care must be considered to ascertain whether 
parents' values are well matched to the care they 
purchase. For the parents of infants and toddlers 
there appears to be a mismatch. Although parents 
valued the health aspects of care highly, the 
average center scored at just a minimal level when 
assessed by trained observers. Specifically, the 
heJth-related items of Diapering/toileting, 
Meals/snacks and Health practice were three of the 
four lowest scoring items assessed by obscr/ers. 
Requirements for safety were met somewhat more 
successfully, but Interaction type items did not meet 
even a good standard in the average program. 

For preschool classrooms, the match between 
parental values and program performance appeared 
to be somewhat better. The preschool parents 
valued the Safety-related items most highly, and 
indeed, these items were assessed at a higher 
quality level than others, almost meeting the 
requirements for good quality in the average 
program. The Health and Interactions type items, 
although not assessed at as high a level as Safety, 
are also found to be slightly better than minimal in 
the average program. 

Parents' Perceptions of their Child Care 

Parents' child care related values are rather 
consistent across state, sector and program scope 
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variables. The ratings of their child care quality 
were less similar. Almost all parents gave high 
ratings for the quality of their children's 
classrooms. However, there was less difference in 
the ratings given by parents of infants/toddlers than 
parents of preschoolers. There were no differences 
by sector in the quality ratings of parents of 
infants/toddlers, but parents in Connecticut rated 
the quality of their children's care higher than 
parents in the other three states. Parents in North 
Carolina, the state with the lowest observed 
infant/toddler process quality scores, did not rate 
the quality of their children's care lower than 
parents in California and Colorado. State, sector, 
and program scope differences were found in the 
comparison of quality ratings by parents of 
preschoolers. Parents in California and 
Connecticut generally reported higher quality 
ratings than parents in Colorado and North 
Carolina, and parents with children in nonprofit 
centers consistently reported higher quality than 
parents from for-profit centers. 

The mismatch between what parents value for their 
children in early childhood programs and what they 
actually purchase is likely to be related to 
imperfections in the ECE market place, and 
specifically to the presence of "asymmetric 
information" as discussed in Chapter 2 of this 
report. The results of this analysis support this 
theory. When parents were asked to assess the 
quality of their children's early childhood programs 
on the came explicitly defined dimensions for which 
they had provided value ratings, and these quality 
ratings were subsequently compared to scores of 
trained observers on those same dimensions, it was 
found that parents scored the quality of the services 
their children received significantly higher than did 
the trained observers. Parents of infants and 
toddlers appeared to differentiate between programs 
that were of the highest quality and of the lowest 
quality at the ends of the continuum, but they did 
not appear to differentiate between programs in 
between, ranging from less than minimal quality to 
excellent. Parents of preschoolers appeared to 
differentiate inadequate to good programs from 
programs of good to excellent quality, but did not 
differentiate programs that ranged from inadequate 
to good. Yet, it cannot be forgotten that, on the 
whole, the vast majority of parents reported that 
their children's programs did "very well" on most 
of the aspects of care they assessed while the 



average program was not assessed similarly by 
outside observers. 

Walker (1991) hypothesizes that the lack of 
consumer knowledge about what is being purchased 
is the factor which most separates the child care 
market from an efficient market and increases the 
likelihood of a poor quality supply. Evidence for 
this is shown in results of the comparison of parent 
and observer quality scores for more and less easily 
monitored groups of items. Smaller differences 
between parent and observer quality scores were 
found for both the infant/toddler and preschool 
groups in the more easily monitored items. 

The role that parental values play in parents' 
monitoring of the care their children receive also 
appears to be a likely prospect for explaining 
market imperfections. One might assume that 
parents would assess more accurately those 
dimensions of care which they valued more highly. 
Yet the findings from the present study seem to 
indicate the opposite, namely that as parents value a 
dimension of care more highly, the difference 
between their quality rating for that dimension and 
the rating of an outside observer actually increases. 

CONCLUSIONS 

Parents valued highly those aspects of child 
care which early childhood professionals believe to 
be necessary components of high quality care, yet 
their children were generally not enrolled in 
programs which reflected these values. 

► Parents significantly overestimated the quality 
of care their children received. This was demon- 
strated by comparing parent quality scores with 
trained observer scores on the same aspects of care. 

► li appeared that parents were hindered in acting 
as well-informed consumers of child care. This 
appeared to be related to parents' own values and 
to the difficulty of monitoring the care their 
children actually experienced. The difference 
between parent and observer quality scores 
increased with the importance to the parent of the 
aspect of care. The difference between parent and 
observer quality scores increased for aspects of 
care that were difficult for parents to observe or 
monitor. 
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Table 10.1 

Demographic Characteristics of Respondents to iTERS/ECERS 

Parent Questionnaires 





Infant/Toddler 
(N = 727) 


Preschool 
{N = 2407) 


KcLATIONSHIr IO CnlLLJ, % 






Mother 


90 


85 


Father 


6 


8 


Other 


4 


2 








White 


81 


71 


Non-White 


18 


27 


African-American 


8 


11 


nispdiiiu 


A 


7 


MSian or raciiic 




A 


Native American 


1.5 


2 








Married 


78 


70 


Single 


20 


28 


iNo rvcsponss 






EDUCATION COMPLETED, % 






No High School 


1.1 


0.4 


Some High School 


3.7 


2.3 


High School Degree 


11.7 


14.5 


Some College 


21.7 


26.1 


2-year Degree 


10.5 


12.6 


4-year Gtsgree 


25.6 


20.6 


oome orauuaie worK 


O.H 




orauuaie uegree 


ID.** 




No Response 


0.4 


1.1 


AGE IN YEARS 






Mean 


31 


33.5 


Range 


15-78 


19-68 


ANNUAL FAMILY INCOME 






Mean 


$57,134 


$56,797 


Median 


$55,000 


$50,000 


Range 


$272-$350,000 


$600-$638,013 



Table 10.2 

Mean Parent Importance Scores for ITERSPQ Items* 



Item Numbftr and Title 


N 


Ranpe 


M 


SD 


i Fiirni^hinn^ for rniitinp care 


723 


1-3 


2.90 


.30 


0 IJ^poffum forlearnina 


727 


2-3 


2.90 


.30 


3. Furn. for relax, and comfort 


725 


1-3 


2.70 


.47 


4. Room arrangement (a) 


725 


2-3 


2.95 


.22 


4. Room arrangement (b) 


725 


2-3 


2.78 


.42 


5 DIsDiav for children fai 


723 


1-3 


2.64 


.51 


ni^nla\/ fnr rhildrpn ^h^ 


719 


1-3 


2.48 


.57 


6 Greetina/denartinn 


724 


2-3 


2.98 


.14 


7 MeaKMnacks fa^ 


722 


2-3 


2.96 


.19 


7 Meafs/snacks 


718 


1-3 


2.87 


.34 


8. Nap 


719 


1-3 


2.87 


.34 


Q Dianerinn/toiletinn {f\\ 

^ • U-/ luL^^I II IM' II w WHIM \u/ 


724 


1-3 


2.96 


.20 


Q Dianprinn/tnilptinn ^h^ 


704 


1-3 


2.90 


.32 


in Ppr^nnal nrnnminn 


719 


1-3 


2.84 


.38 


i— loolfK nra^tir»o /a\ 
1 1. rncaiin piauiiuc la/ 




1-? 


1 97 


.1 8 


11. Health practice (b) 


720 


1-3 


2.74 


!47 


12. Health policy (a) 


718 


1-3 


2.94 


.24 


19 Mpalih nnlir\/ 


717 


1-3 


2.95 


.23 


1 Saff»tv nrar'tirf* Ca^ 

1 O . WCI 1 C LV Lr 1 CI ^kl^^C I CI 1 


714 


2-3 


2.97 


.17 




714 


1-3 


2.95 


.22 


1 *T . o a 1 c Ly u u 11 


708 


1-3 


2.98 


.17 


1^ Infnrmal ii^p nf lanniianf* 

\ \j , iiii\jiiMCii uoc yJ\ iciii^uci^c 


719 


1-3 


2.98 


.17 


Ifi Rnnk"? and nictures 


717 


1-3 


2.88 


.34 


17 Eve-hand Coordination 

If. J <IUII*« Xi/ w w 1 NJII lu WIvl 1 


718 


1-3 


2.89 


.31 


18. Active physics! play 


717 


1-3 


2.92 


.29 


19. Art 


694 


1-3 


2.83 


.41 


OVi Mii^ir* and mnv/pmpnt 


709 


1-3 


2.72 


.48 


21. Blocks 


704 


1-3 


2.70 


.49 


22. Pretend play 


692 


1-3 


2.70 


.51 


9? Sand and water olav 

, well IVJ Cll ISJ iruV^I ^lujp 


691 


1-3 


2.48 


.61 


24. Cultural awareness 


694 


1-3 


2.53 


.59 


25. Peer interaction 


713 


2-3 


2.96 


.19 


26. Caregiver-child interaction 


716 


2-3 


2.99 


.12 


27. Discipline (a) 


719 


1-3 


2.98 


.15 


27. Discipline (b) 


717 


1-3 


2.97 


.20 


28. Schedule of daily activities 


715 


1-3 


2.85 


.37 


29. Supervision of daily acts, (a) 


720 


1-3 


2.97 


.19 


29. Supervision of daily acts, (b) 


716 


1-3 


2.96 


.20 


30. Staff cooperation 


715 


1-3 


2.82 


.40 


31. Prov. for except, child. 


652 


1-3 


2.70 


.58 


32. Adult personal needs 


703 


1-3 


2.75 


.47 


33. Oppor. professional growth 


697 


1-3 


2.85 


.37 


34. Adult meeting areas 


707 


1-3 


2.41 


.64 


35. Provisions for parents (a) 


720 


1-3 


2.91 


.29 


35. Provisions for parents (b) 


715 


1-3 


2.71 


.50 



•Based on a 1-3 scale, with 1 indicating "not importanf and 3 indicating "very important." 



Table 10.3 

IWean Parent Importance Scores for ECERSPQ Items* 



Item Number and Title 


N 


Range 


M 


SD 


1. Greeting/departing 


2397 


1-3 


2.92 


.28 


2. Meals/snacks (a) 


2395 


1-3 


2.88 


.34 


2. Meals/snacks (b) 


2379 


1-3 


2.73 


.46 


3. Nap/rest (a) 


2336 


1-3 


2.82 


.43 


3. Nap/rest (b) 


2300 


1-3 


2.71 


.50 


4. Diapering/toileting 


2333 


1-3 


2.91 


.32 


5. Personal grooming 


2381 


1-3 


2.87 


.35 


6. Furnishings for routine care (a) 


2387 


1-3 


2.79 


.42 


6. Furnishings for routine care (b) 


2386 


1-3 


2.88 


.33 


7. Furnishings for learning 


2383 


1-3 


2.84 


.37 


8. Furnishings for relaxation 


2374 


1-3 


2.57 


.53 


9. Room arrangement 


2376 


1-3 


2.75 


.45 


10. Child related display (a) 


2394 


1-3 


2.78 


.43 


10. Child related display (b) 


2387 


1-3 


2.61 


.51 


1 1. Understanding language (a) 


2389 


1-3 


2.95 


.22 


11. Understanding language (b) 


2384 


1-3 


2.91 


.29 


12. Using language 


2393 


1-3 


2.92 


.27 


1 3. Reasoning 


2390 


1-3 


2.93 


.26 


14. Informal language 


2361 


1-3 


2.89 


.32 


1 5. Fine motor (a) 


2372 


1-3 


2.86 


.35 


1 5. Fine motor (b) 


2368 


1-3 


2.83 


.38 


16. Supen/ision of fine motor 


2365 


1-3 


2.89 


.31 


1 7. Gross motor space 


2375 


1-3 


2.94 


.24 


18. Gross motor equipment (a) 


2371 


1-3 


2.91 


.30 


1 8. Gross motor equipment (b) 


2377 


1-3 


2.63 


.51 


19. Gross motor time 


2374 


1-3 


2.84 


.37 


20. Supervision of gross motor 


2382 


1-3 


2.93 


.25 


21. Art (a) 


2368 


1-3 


2.75 


.46 


21. Art (b) 


2372 


1-3 


2.aU 


A i 


22. Music/movement 


2380 


1-3 


2.70 


.48 


23. Blocks (a) 


2370 


1-3 


2.51 


.58 


23. Blocks (b) 


2335 


1-3 


2.28 


.63 


24. Sand/vsrater 


2344 


1-3 


2.25 


.67 


25. Dramatic play 


2357 


1-3 


2.76 


.46 


26. Schedule for creative acts. 


2360 


1-3 


2.92 


.28 


27. Supervision of creat acts. 


2357 


1-3 


2.95 


.23 


28. Space to be alone 


2346 


1-3 


2.54 


.58 


29. Free play 


2363 


1-3 


2.77 


.44 


30. Group time 


2348 


1-3 


2.75 


.47 


31. Cultural awareness 


2357 


1-3 


2.68 


.52 


32. Tone (a) 


2371 


1-3 


2.96 


.21 


32. Tone(b) 


2375 


1-3 


2.96 


.20 


33. Exceptional provisions 


2188 


1-3 


2.70 


.61 


34. Adult personal area 


2300 


1-3 


2.46 


.64 


35. Adult opportunities (a) 


2296 


1-3 


2.88 


.35 


35. Adult opportunities (b) 


2251 


1-3 


2.76 


.46 


36. Adult meeting area 


2328 


1-3 


2.53 


.60 


37. Parent provisions 
1 - 


2353 


1-3 


2.86 


.36 



• Sased on a 1-3 scale, with 1 indicating "not important' and 3 indicating "very important." 
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Table 10.4 
Parent Importance Scores for ITERSPQ 
and ECERSPQ Items 
Classified by Type 



Item Type 


M 


SD 


Median 


inrant/ 1 oaaier i ) 








Health 


2.92 


.15 


3.00 


Safety 


2.88 


.16 


2.86 


Interactions 


2.93 


.14 


3.00 


Other 


2.73 


.27 


2.79 


Total ITERSPQ 


2.84 


.17 


2.89 


Preschool (N=2405-2407) 








Health 


2.86 


.23 


3.00 


Safety 


2.89 


.19 


3.00 


Interactions 


2,88 


.19 


3.00 


Other 


2,69 


.27 


2.72 


Total ECERSPQ 


2.79 


.20 


2.84 



Table 10.5 

Parent Values for ITERSPQ and ECERSPQ Items 
Matched Pairs Signed Rank Test* 



Difference** 


M 


SD 


Median 


Signed Rank 
Statistic 


£*** 


Infant/ Toddler , 












Health vs. Safety 


.042 


.14 


.00 


13287.5 


.0001 


Ho3!th vs. Interactions 


-.004 


.15 


.00 


-261.0 


.8293 


Health vs. Other 


.189 


.22 


.14 


67098.5 


.0001 


Safety vs. Interactions 


-.046 


.14 


.00 


-13733.5 


.0001 


Safety vs. Other 


.148 


.20 


.08 


61191.5 


.0001 


Interactions vs. Other 


.193 


.21 


.14 


68162.0 


.0001 


Preschool 












Health vs. Safety 


-.028 


.20 


.00 


-73819.5 


.0001 


Health vs. Interactions 


-.017 


.22 


.00 


-39965.5 


.0037 


Health vs. Other 


.174 


.24 


.16 


795291.5 


.0001 


Safety vs. Interactions 


.011 


.17 


.00 


33273.0 


.0008 


Safety vs. Other 


.201 


.21 


.17 


942509.5 


.0001 


Interactions vs. Other 


.191 


.20 


.17 


936363.5 


.0001 



*Bonferroni correction for multiple comparisons: significance level 0/0.05/6=0.008 

*'Mean, Standard Deviation and ^/'edian are reported for the Difference Scores 

***Note that very small differences are found to be highly significant due to large sample sizes. 
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Table 10.7 

Observer Scores for ITERS and ECERS Items 
Classl^ed by Type 



Item Type 


ITERS Mean 


(SD) 


ECERS Mean 


(SD) 


Health 


3.16 


(1.17) 


4.30 


(1.10) 


Safety 


3.58 


(1.32) 


4.72 


(.95) 


Interactions 


3.96 


f1.26) 


4.33 


(1.27) 


Other 


3.36 


(.98) 


4.02 


(.99) 



Table 10.8 

Comparison of Ranks: Parent Values vs Trained 
Observer Quality Scores for ITERS/ECERS Item 

Types 





Mean Parent 


Mean 


Parent 


Observer 




Importance 


Observer 


Score 


Score 


Item Type 


Score* 


Score** 


Rank 


Rank 


Infant/Toddler 










Health 


2.92 


3.16 


2 




Safety 


2.88 


3.58 


3 


2 


Interactions 


2.93 


3.96 


1 


1 


Other 


2.73 


3.36 


4 


3 


Preschool 










Health 


2.86 


4.30 


3 


3 


Safety 


2.89 


4.72 


1 


1 


Interactions 


2.88 


4.33 


2 


2 


Other 


2.69 


4.25 


4 


4 



*AII parent means are significantly different when compared using Matched 
Pairs Signed Rank Test(p<.01) except Infant/Toddler Health vs. Interactions 
(p=.8293). Scores can range from 1-3. 

**AII observer means are significantly different vi'hen compared using 
Matched Pairs Signed Rank Test (p<.001) except Preschool Health vs. 
Interactions (p=.7635). Scores can range from 1-7. 
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Table 10.10 

Quality Ratings by Trained Observers and Parent Questionnaire Respondents 



Infant/Toddler 

1. Fum. routine care 

2. Use of fum./ learning 

3. Furn. /relax. & comf. 

4. Room arrang. (a) 

4. Room arrang. (b) 

5. Display for child, (a) 

5. Display for child, (b) 

6. Greeting/departing 

7. Meals/snacks (a) 

7. Meals/snacks (b) 

8. Nap 

9. DIaper.Aoilet (a) 

9. DIaper.Aoilet. (b) 

10. Personal grooming 

11. Health practice (a) 

11. Health practice (b) 

12. Health policy (a) 

12. Health policy (b) 

13. Safety practice (a) 

13. Safety practice (b) 

14. Safety policy 

15. Informal language 

16. Books/pictures 

17. Eye-hand coord. 

18. Active physical play 

19. Art 

20. Music/movement 

21. Blocks 

22. Pretend play 

23. Sand/v/ater play 

24. Cultural awareness 

25. Peer interaction 

26. Caregiver-child inter. 

27. Disoipline (a) 

27. Discipline (h) 

28. Schedule daily activ. 

29. Supervis/activities. (a) 

29. Supervis/activities (b) 

30. Staff cooperation 

31 . Prov. except, child. 

32. Adult personal needs 

33. Oppor. prof, growth 

34. Adult meeting areas 

35. Provisions/parents (a) 
35. Provisions/parenis (b) 



Observer Parent 



Mean 


SD 


Mean 


SD 


3.89 


1.86 


6.14 


1.01 


3.84 


2.01 


5.94 


1.17 


3.45 


1.45 


5.51 


1.34 


3.27 


1.75 


5.88 


1.24 






5.90 


1.19 


3.56 


1.15 


5.93 


1.24 






5.74 


1.34 


4.46 


1.49 


6.31 


1.16 


2.53 


1.85 


6.26 


1.07 






6.15 


1.10 


3.53 


2.10 


6.17 


1.05 


2.38 


1.89 


6.20 


1.18 






6.17 


1.11 


2.79 


1.48 


5.81 


1.23 


2.45 


1.82 


6.76 


1.08 






5.91 


1.29 


5.00 


1.45 


6.56 


0.84 






6.35 


1.09 


3.12 


2.04 


6.31 


1.01 






6.24 


1.13 


4.32 


2.02 


6.47 


0.90 


4.45 


1.59 


6.35 


1.02 


2.74 


2.01 


6.10 


1.21 


3.93 


1.57 


6.32 


0.95 


3.49 


1.55 


6. 19 


1.10 


3.25 


1.52 


6.45 


1.01 


3 04 


1.39 


6.03 


1.23 


2.87 


1.43 


6.02 


1.16 


2.70 


1.69 


6.00 


1.19 


2.78 


1.95 


5. .35 


1.42 


1.95 


1.15 


5.41 


1.52 


4.48 


1.61 


6.36 


1.00 


4.01 


1.87 


6.45 


0.97 


4.54 


1.70 


6.67 


0.77 






6.41 


0.91 


3.42 


1.64 


6.26 


1.06 


3.78 


2.02 


6.21 


1.03 






6.36 


0.95 


4.25 


1.45 


6.33 


1.01 


4.14 


2.00 


6.28 


1.03 


3.38 


1.66 


5.56 


1.58 


2.98 


1.58 


5.96 


1.42 


3.88 


1.96 


4.96 


1.86 


4.06 


1.23 


6.51 


0.96 






5.20 


1.80 



Preschool 

1. Greeting/departing 

2. Meals/snacks (a) 

2. Meals/snacks (b) 

3. Nap/rest (a) 

3. Nap/rest (b) 

4. DiaperingAoileting 

5. Personal grooming 

6. Furn/routine care (a) 

6. Furri/'routine care (b) 

7. Furn./ learning 

8. Furnishings/relaxation 

9. Room arrangement 

10. Child rel. display (a) 

10. Child rel. display (b) 

11. Understand, lang. (a) 

11. Understand, lang. (b) 

12. Using language 

13. Reasoning 

14. Informal language 

15. Fine motor (a) 

15. Fine motor (b) 

16. Supervision/ine motor 

17. Gross motor space 

18. Gross motor equip. (a) 

18. Gross motor equip.(b) 

19. Gross motor time 

20. Supervision/GM 

21. Art (a) 

21. Art (b) 

22. Music/movoment 

23. Blocks (a) 

23. Blocks (b) 

24. Sand/water 

25. Dram&:.c play 

26. Sched./creative acts. 

27. Supeivis./creat. acts. 

28. Space to be alone 

29. Free play 

30. Group time 

31. Cultural awareness 

32. Tone (a) 

32. Tone (b) 

33. Exceptional prov. 

34. Adult personal area 

35. Adult opportunities (a) 

35. Adult opportunities (b) 

36. Adult meeting area 

37. Parent provisions 



Observer Parent Score 



Mean 


SD 


Mean 


SD 


4.01 


1.54 


5.96 


1.23 


3.87 


1.61 


6.25 


1.10 






6.13 


1.07 


4.40 


1.70 


6.40 


0.96 






6.05 


1.29 


4.20 


2.05 


6.13 


1.20 


3.87 


1.43 


5.89 


1.27 


5.14 


1.59 


6.32 


1.01 






6.26 


1.09 


4.38 


1.68 


6.53 


0.83 


3.73 


1.59 


5.63 


1.43 


4.45 


1.61 


6.13 


1.11 


3.82 


1.25 


6.32 


1.05 






6.20 


1.15 


4.57 


1.38 


6.49 


0.89 






6.13 


1.21 


4.35 


1.66 


6.25 


1.07 


3.98 


1.47 


6.14 


1.10 


4.11 


1.65 


6.09 


1.15 


5.01 


1.47 


6.46 


0.87 






6.24 


1.07 


4.53 


1.26 


6.35 


0.93 


4.85 


1.27 


6.23 


1.17 


4.30 


1.22 


6.27 


1.10 






5.88 


1.23 


5.18 


1.00 


6.17 


1.07 


4.75 


1.25 


6.14 


1.19 


3.47 


1.89 


6.12 


1.21 






6.22 


1.14 


4.93 


1.41 


5.92 


1.32 


4.04 


1.92 


5.86 


1.24 






5.73 


1.28 


4.32 


1.67 


5.53 


1.52 


3.40 


1.27 


6.1C 


1.20 


4.83 


1,31 


6.57 


0.82 


5.09 


1.42 


6.27 


1.10 


3.00 


1.38 


5.48 


1.50 


4.31 


1.71 


6.15 


1.08 


4.36 


1.58 


5.97 


1.23 


2.72 


1.53 


5.82 


1.39 


4.60 


1.46 


6.35 


1.10 






6.35 


1.03 


4.02 


1.99 


6.07 


1.30 


3.94 


1.91 


5.32 


1.76 


3.69 


1.76 


5.87 


1.48 






5.67 


1.65 


4.29 


1,88 


5.25 


1.76 


4.77 


1.18 


5.77 


1.57 
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Table 10.11 

Pairwise Comparison of Parent Quality Scores 
by Classroom Quality Qua.-tile as Assessed by Trained Observer 



Group 


Quartiles 


df 


F 


2 


Effect size 


Infant/toddler 


Highest vs. Lowest 


1, 551 


8.74 


.0033 


.37 


Preschool 


Highest vs. 3rd 


1,2401 


20.21 


<,001 


.37 




Highest vs. 2nd 


1, 2401 


29.31 


<,001 


.46 




Highest vs. Lowest 


1, 2401 


30.97 


<.001 


.48 



Table 10.12 
List of ITERS/ECERS Items Classified by 
Parent's Most and Least Frequent "Don't Know" Responses 



More Easily Monitored 


Less Easily Monitored 


ITERS Greeting/departing 


Health policy 


Room arrangement 


Music and movement 


Fumishings for routine care 


Blocks 


Display for children 


Staff cooperation 


Adult-child interaction 


Art 


Furn. for relax, and comfort 


Safety practice 


Use of furn. for learning 


Pretend play 


Diapering/toileting 


Safety policy 


Health practice 


Sand and water play 


Peer interaction 


Cultural awareness 


ITERS Greeting/departing 


Music/movement 


Child related display 


Informal language 


Fumishings for learning 


Art 


Gross motor space 


Supervision of fine motor 


Furnishings for routine care 


Reasoning 


Gross motor equipment 


Group time 


Tone 


Space to be alone 


Personal grooming 


Blocks 


Room arrangement 


Sand/water 


Schedule for creative acts. 


Cultural awareness 



Table 10.13 

Mixed Model Analyses Relating Difference Between Parent and Observer 
Classroom Quality Ratings to Parent Importance Scores 



Parameter 


Estimate 


Std. Error 


df 


T 




Infant/Toddler Solution for Fixed Effects 












Adjusted Mean Difference (Intercept) 


.09 


.54 


550 


.17 


.86 


Parent Importance (Slope) 


.84 


.19 


550 


4.50 


<.001 


Preschool '^^olution for Fixed Effects 

Adjusted Mean Difference (Intercept) 
Parent Imaortance (Slope) 


-1.21 
1.03 


.23 
.08 


2403 
2403 


-5,24 
12.77 


<.001 
<.001 
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Chapter 11 

Within Sector 
Comparisons and the 
Impact of Government 
Spending 

by SUZANNE W. HELBURN, JOHN R. 
MORRIS, MARYL. CVLKIN, SHARON 
LYNN KAGAN. & JEAN RUSTICl 



OVERVIEW 

Results reported in this chapter compare center 
characteristics by auspice within the nonprofit 
and for-profit sectors. They also compare 
characteristics of centers (1) based on whether 
or not they received substantial government 
funding and on the type of government support 
received; (2) whether or not public funding 
was tied to special regulations; and (3) ivhether 
or not they were subsidized worksite centers. 
For each of these analyses four sets of center 
characteristics are compared: structure; wages, 
personnel policy; structure and process quality 
and stalf characteristics; and cost, revenue, 
subsidies, and fees. 

Breakdown of the Sample 

Director.s were asked to classif>' their center 
based on how thR operator of the center was 
organized. For nonprofit centeis they were 
asked to choose among several categories, 
including church, affiliated with but not 
operated by a church, independent nonprofit 
center. The analysis in this chapter uses the 
designations provided by the director although 
not all directors of religious-affiliated centers 
classified their center as a church-related 
center, for instance, if they were part of a 



Jewish community center or operated by a 
Catholic religious order. 

Nonprofit centers were separated into three 
categories or auspices: (1) 78 church-affiliated 
centers which were either operated by or 
affiliated but not operated by churches; (2) 28 
publicly operated centers owned and operated 
by municipalities or schools or colleges; and 
(3) 97 other private nonprofit centers identified 
as independent nonprofits, because they were 
either completely independent of any other 
organization or sponsored by some 
nongovernmental community organization other 
than a church. Two centers that served 
special needs children were eliminated from the 
financial analysis because of their 
extraordinarily high costs per child. 

For-profit centers were separated into three 
auspices: (1) 128 independently owned, C2) 25 
centers which belonged to local systems of 2 or 
more centers, (3) 48 centers which were part 
of national systems of centers. 

Three types of publicly .supported centers were 
compared with the remaining centers in the 
sample. Centers were separated into three 
groups that overlap the ownership categories 
listed above: (1) the 28 publicly owned 
centers (the same public centers as above in the 
classification by auspice); (2) 29 privately 
owned centers (both nonprofit and for-profit) 
that received more than half of their revenues 
from state reimbursement of fees for subsidized 
children; and (3) 17 privately owned centers 
that received more than half of their revenue 
from public sources, and at least 10% of total 
revenue came from grants or funding of special 
services other than straight child care 
reimbursement. 

Most of the publicly supported centers served 
mainly poor or at-risk children; however, some 
public auspices in the sample were in colleges 
and served middle-class children. Centers 
more dependent on state reimbursement of fees 
were separated from other private centers with 
large public revenue sources. The 50% and 
10% public funding cutoffs were chosen both 
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for intuitive reasons and because statistical tests 
suggest that they may be natural boundaries - 
changing them by a few percentage points did 
not shift more than one or two centers into or 
out of these classes of publicly funded centers. 

The 30 centers (either nonprofit or for-profit) 
receiving public funds tied to more stringent 
standards than required by the state were 
compared with all other centers in the sample. 
These specially regulated centers included 
Headstarfs with wraparound programs, full-day 
school-based preschool programs, centers with 
at least 20% of their clientele composed of 
children with special needs, and specially 
financed centers in Connecticut. The analysis 
is intended to indicate differences in 
performance of centers which must meet more 
stringent quality standards than other centers in 
the region. 

Finally, worksite centers were compared with 
all other centers in the sample. Worksite 
centers were defined by three criteria. First, 
they had to be on or adjacent to facilities of 
some identifiable employer. Second, they had 
to be intended for the employees (or in the case 
of a college, the students) of that employer. 
Third they had to receive significant assistance 
from that employer. The for-profit centers 
were all sponsored by businesses outside of the 
ECE field. The nonprofits in the sample were 
sponsored by either colleges or hospitals. 
There were 16 identified worksite centers; five 
were for-profits and the others were mainly 
public auspices. There may have been more 
centers in the sample that would meet these 
criteria, but they could not readily be 
identified. 

Procedures 

Tables in the Appendix to this chapter 
summarize results of analyses of variance to 
compare means corresponding to the five 
schemes for categorizing centers. 

Because of the smaller numbers of centers in 
each category, some consolidation of states was 
necessary to maintain subsample sizes. Based 
on the earlier analyses that California and 
Connecticut were relatively similar states with 
respect to extent of regulation and quality of 
centers, and that Colorado and North Carolina 
were also similar to some extent, these two 



pairs of states were chosen for this analysis. 
Hence, this analysis compares the two higher 
quality, more highly regulated states with the 
two lower quality, less stringently regulated 
states. This division also separates the higher 
cost-of-living states (California and 
Connecticut) from the lower cost-of-living ones 
(Colorado and North Carolina). This pairing 
produced reasonably balanced subsample sizes 
in the two pairs of states. Two-way ANOVA's 
were conducted using state pairs, one of the 
center categories described above, and a state 
pair by center category interaction. 

All financial data reported in the tables, 
including wages and foregone earnings, are 
reported in nominal values, the actual dollar 
values reported. They have not been adjusted 
for differences in cost-of-living between the 
two state pairs. For purposes of comparison of 
the dollar values between the state pairs, the 
price level in California and Connecticut 
combined is about 129% of the price level in 
Colorado and North Carolina. When these 
price level adjustments are made to cost and 
revenue data for California and Coimecticut, 
the figures are very similar across the two state 
pairs. This means that in the analysis of 
variance reported below the significant state 
pair main effects would disappear if cost-of- 
living adjustments were made. 

The cosi-of-living adjustments do not entirely 
wipe out the differences in wages between the 
state pairs. Real wages appear to be higher in 
California and Connecticut for most job titles 
in this industry. After adjusting similarly for 
the cost-of-living, foregone earnings were 
smaller in California and Connecticut than in 
Colorado and North Carolina. This means that 
child care staff were giving up less income in 
working in child care in California and 
Connecticut than in Colorado and North 
Carolina. This suggests that ECE centers in 
the former two states may be able to attract 
better quality workers than centers in the latter 
two states. 

Since means of financial variables for 
California and Connecticut were consistently 
higher than in Colorado and North Carolina, 
these findings are not repoiled in the text. 
They repeat information already summarized in 
earlier chapters. 
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RESULTS 
NONPROFIT Centers 
Center Structure 

Table 11.1 indicates that the church-affiliated 
centers looked significantly different in 
analyses of the enrollment and ethnicity 
variables from other nonprofit centers. 
Proportionaiely fewer of the children in the 
church-ainliated centers received subsidies than 
in the independent or public centers. 
Similarly, the proportion of children and staff 
who were white/non-Hispanic was higher in the 
church-affiliated centers than in the 
independent centers. 

Table 11.2 shows that compared to independent 
and church-affiliated centers, directors of 
public centers had more education and early 
childhood training. Public centers also 
provided more outside space per child than did 
the independent or church-affiliated centers. 

Wages 

Table 1 1.5 shows that mean wages for all job 
titles in California and Connecticut were 
significantly higher than in Colorado and North 
Carolina. These wage premiums were high 
enough to suggest higher real wages for 
teacher-directors and possibly for teachers in 
these two states thaii in the two lower-wage 
states. Wages for all job titles in public 
centers were higher than in independent and 
church-affiliated centers, more so California 
and Connecticut than in Colorado and North 
Carolina where there was no difference for 
assistants. For teachers and total teaching staff 
in California and Connecticut wages in 
independent centers were higher than wages in 
church-affiliated centers. 

Foregone Earnings 

Among nonprofit centers average foregone 
earnings for all job titles were lower in 
publicly owned centers than in private 
nonprofit centers, with relatively larger 
differences in California and Connecticut (see 
Table 1 1.6). Teacher-director foregone 
earnings in publicly owned centers were 
actually negative in California and Connecticut 



(but the sample size was very small), as were 
administrator foregone earnings in all states. 

Benefits 

Tables 11.7 and 11.8 summarize differences in 
benefits. Compared to church-affiliated 
centers, public centers provided more benefits, 
and all public auspice centers provided some 
form of health insurance for teachers and 
assistants. In particular, almost half of the 
public centers in California and Coimecticut 
provided maternity leave for both teachers and 
assistants. Compared to church-affiliated 
centers, independent centers provided more 
benefits for assistants and a larger percent 
provided some health insurance to teachers. 
Church-affiliated centers provided more 
working conditions than independent centers. 
A larger percentage of church-affiliated centers 
gave child care fee discounts to staff than 
independent centers, and a larger percent of 
independent centers gave them than did public 
centers. 

Staff Characfristics 

Staff characteristics were analyzed but not 
tabled. Compared to independent centers, a 
smaller percent of staff in church-affiliated 
centers were single, and their household 
income was higher. Although there were no 
differences in the number of children living 
with staf members, the proportion of staff 
with children receiving care at the center was 
greater in church-affiliated than public centers. 

Classroom Structure and Quality 

Table 11.13 shows a higher percent of teachers 
had at least an A.A. degree in ECE in public 
centers than in independent and church centers, 
and that a higher percent had this level of 
training in independent centers than in church- 
affiliated centers. The mean years of education 
completed was greater for teachers in public 
and independent nonprofit centers than in 
church affiliated centers. There was no 
significant difference in training or education 
for assistants. There was no significant 
difference in teaching staff tenure by auspice; 
however, teaching staff in California and 
Connecticut had worked at the center longer 
than staff at centers in Colorado and North 
Carolina. The ratio of staff to children was 
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not higher in public centers than in other 
nonprofits. 

Separate ANOVAs were run (but not tabled) 
comparing ail six auspices. Public centers and 
independent nonprofit centers had higher 
classroom structure measures than ail of the 
for-profit subdivisions and church-afilliated 
nonprofit centers. Specifically, public and 
nonprofit independent centers had more 
stringent mid-morning ratios and higher levels 
of teacher ECE training and form;il education 
than ail types of for-profit centers and church- 
affiliated nonprofit centers. Teachers and 
assistants in ail nonprofit auspices had longer 
tenure in the center than teachers and assistants 
in ail three for-profit auspices. 

Overall classroom quality was higher in public 
centers than in independent nonprofit centers, 
which had higher quality than church-affiliated 
centers. Public centers and independent 
nonprofit centers also had higher process 
quality than ail of the for-profit subdivisions. 
For public centers and independent nonprofit 
centers, quality did not differ sig' ■'^cantly by 
state pair. 

Expended Cost per Child Hour 

Total expended costs per child hour, shown in 
Table 11.15, were significantly lower in 
church-affiliated centers than either 
independent or publicly owned centers. 
Church sponsored centers averaged nearly one- 
third lowei total expended costs ($1.68 per 
child hour) than independent ($2.45) and public 
($2.65) centers. 

Labor costs were 79% of total costs in 
nonprofit centers and it was here that church 
sponsored centers saved the most. Their labor 
costs (SI. 35 per child hour) averaged about 
$.60 per child hour less than other nonprofits 
and the difference was significant. Public 
centers had, significantly higher labor cost 
($2.21 per hour) than independent centers 
($1.86), primarily because public centers paid 
higher benefits. 



centers were small. Church-affiliated centers 
had significantly lower food costs than others, 
and independent centers reported significantly 
higher insurance costs (not tabled). Otherwise, 
differences were insignificant. 

Revenue and Surplus per Child Hour 

Table 1 1. 16 shows that total revenues were 
significantly lower per child hour in church- 
affiliated ($1.76) than independent ($2.50) or 
public ($2.71) centers. Revenue from parent 
fees per child hour were significantly higher in 
church-affiliated ($1.49) than public ($.90) 
centers. Revenue from parents fees for 
independent centers ($1 .22) were not 
significantly different from either. However, 
in church-affiliated centers parent fees 
represented 85 % of total revenue, compared to 
49% in independent nonprofits and 35 %> in 
public auspices Public revenues were highest 
in public centers ($1.53) followed by 
independent ($1.01) and church-affiliated 
($0. 18). Surplus per child hour did not differ 
significantly within the nonprofit sector. 

Subsidies per Child Hour 

Total inkind donations were highest in public 
centers ($0.52 per child hour); both church- 
affiliated and independent centers averaged 
about $0.27 (see Table 11.17). Church- 
affiliated centers averaged the least subsidy 
from volunteers; public centers averaged the 
mo.st from donations of space. Foregone 
earnings were significantly lower in public 
centers compared to other nonprofits. Full cost 
of care was significantly lower in church- 
affiliated centers than in independent and public 
centers. 

Fees 

There were no significant differences among 
nonprofit auspice types in monthly maximum 
fees charged to parents or reimbursed by public 
agencies for preschoolers or infants. 

For-profit Centers 



Public centers had significantly lower 
occupancy costs ($.07 per child hour) than 
either church-affiliated ($.12) or independent 
centers ($0.21). All other costs in nonprofit 



Center Structure 

Independently owned centers had smaller total 
enrollments than did the centers that were part 
of local or natinnal systems (Table 11,1). The 
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ratio of enrollment lO maximum allowed ' 
enrollment was lower for national centers than 
for independent and local systems centers; that 
is, centers in national systems had more excess 
capacity. The proportion of children wno were 
subsidizea and who were infants or toddlers 
was higher in the lower quality/regulation 
states among children attending for-profit 
centers. 

Wages 

In for-profit centers, teachers' wages were 
higher in local systems and independent centers 
than in centers belonging to national systems, 
due mainly to wage differentials in California 
and Connecticut (Table 11. 5). For teaching 
staff as a whole in California and Connecticu'., 
wages in independent centers were higher than 
in centers in national systems. 



more working conditions than did local chains 
and independent centers, and centers in 
Colorado and North Carolina provided more 
benefits to assistants than did centers in 
California and Connecticut (Tables 1 1 .7 & 
11.8). A larger percent of centers in national 
systems provided maternity leave for teachers 
(35%), and at least partial health insurance for 
teachers (86%) than local systems and 
independent centers. A larger percent also 
provided matemity leave for assistants than 
local chains and independents. Most national 
and local systems provided fee discounts for 
children of staff. A majority of (but 
significantly fewer) independent centers 
provided staff discounts. The analysis 
indicates no significant differences with respect 
to be'iefit policies for part-time staff. 

Turnover 
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Comparing wages paid by nonprofit and for- 
profit centers, on average, church-affiliated 
centers paid wages to assistants which were 
very similar to wages paid by for-profit 
centers. Average teacher wages paid by 
church-affiliated centers were similar to those 
paid by independent for-profit centers and for- 
profit centers in local systems. In California 
and Connecticut, average administrative and 
specialist wages in church-affiliated centers 
were roughly comparable to wages paid by for- 
profit independent centers and centers in 
national systems. In general, there was 
somewhat less variation within each for-profit 
auspice than within each nonprofit auspice, and 
less variation within national systems than in 
the two other for-profit auspices. 

Foregone Earnings 

Among for-profn centers there were no 
significant differences in mean foregone 
earnings for teacher-directurs or 
administrators/specialists (Table 1 1 .6). 
However, for teachers in California and 
Connecticut, the mean foregone earnings 
provided by staff of independent centers was 
less than at centers in local and national 
systems. 



Benefits 

In the for-profit sector, in general, centers in 
national systems provided more benefits and 
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Turnover l\ Les did not differ much between 
for-profit 'ai-d nonprofit auspices. However, 
compared to other for-profit centers, a higher 
percent of staff in centers that were part of 
national systems reported being likely to quit in 
the future because of low wages. 

Staff Characteristics 

There was little difference in staff 
characteristics among for-profit auspices, liic 
only difference within auspice types was that in 
CalifoTiia and Connecticut the proportion of 
staff v'ith children receiving care at the center 
was greater in centers in national systems than 
in independent for-profits even though staff 
working in the different auspices reported the 
same number of children living at home. 

Classroom Structure and Quality 

There were no differences in rlassroom 
structure variables or overall quality among the 
for-profit auspices (Table 11.13) except that 
teacher tenure on the job was lower for centers 
in national systems than in the other two 
categories. In addition, with respect to staffing 
ratio there was a state x auspice interaction. 
Staff-to-child ratios were higher in independent 
for-profits than in national chains in California 
and Connecticut, but were higher in national 
chains than in independent for-prfits in 
Colorado and North Carolina. 
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Expended Cost 



Subsidies and Fees 



For-profit centers did not differ significantly in 
total expended costs or labor costs per child 
hour among independents, local chains, and 
national systems (Table 1 1.15). Occupancy 
costs were higher for national chains than in 
independent for-profit centers. Other costs did 
not differ significantly. 

On average, the total cost per child hour in 
independent for-profit centers and centers in 
national systems were significantly higher than 
in church-affiliated centers, but lower than in 
independent nonprofit and public centers (not 
tabled). (Total cost per child hour for centers 
in local chains was similar to that in the other 
two for-profit auspices, but because of the 
small sample size the differences were not 
statistically significant). Labor cost per child 
hour was similar in for-profit centers to those 
in church-affiliated centers antl lower than 
those in 'independent or pub. ic centers. 

Revenue 

Total revenue per child hour, revenue per child 
hour from parent fees, and profit per child 
hour showed no significant differences within 
the for-profit sector (Table 11.16). Church- 
affiliated nonprofits had significantly lower 
total revenues per child hour than independent 
for-profit centers and centers in national 
systems, while independent nonprofit centers 
and public centers had higher total revenue per 
child hour (not tabled). (Total revenue for 
centers in local chains was similar to that in the 
other two for-profit auspices, but because of 
the small sample size the differences were not 
statistically significant). 

All of the nonprofit auspices showed lower 
revenue per child hour from parent fees than 
any of the for-profit centers, reflecting their 
higher percentages of subsidized children and 
higher inkind donations. Public sources of 
funds for the for-profit sector averaged $0.27 
per child hour (similar to church-affiliated 
centers) with no significant differences among 
independents, local chains, and national 
systems. However, public support per child 
hour was lower in California and Connecticut 
than in Colorado and North Carolina. 



For-profit centers made very little use of 
volunteers, even though the value of volunteer 
contributions was significantly higher for 
independent for-profit centers than for the other 
two auspices ($0.03 vs $0,005!). There were 
no significant differences among for-profit 
auspices with respect to inkind donations, 
foregone earnings, or fuil cost (Table 11.17). 
Total inkind donations per child hour were 
significantly lower for for-profit auspices than 
for the three nonprofit auspices. There were 
no significant differences among for-profit 
auspices with respect to maximum monthly 
fees charged to preschoolers or infants. 

Publicly Supported Centers 
Center Structure 

Table 1 1.3 indicates that the proportion of 
subsidized children was greater in publicly 
supported centers than those little public 
funding, and greater in centers dependent on 
fee reimbursement than in public auspices, with 
some differences by state-pairs. The 
percentage of white non Latino children 
enrolled was less in both categories of publicly 
supported private centers than in public 
auspices, which was less than in centers with 
little public support. Table 11.4 indicates 
smaller square footage of :/Utside space per 
child in publicly supported centers and centers 
with little public support than in public 
auspices. The director's level of education and 
special ECE training was greater in public 
auspices than in centers with public support or 
in centers with little public support. Finally, 
the level of special ECE training was greater 
for public auspice centers than for centers with 
little public funding. 

Wages 

Table 1 1.9 indicates that for all job 
classifications wages paid by public auspice 
centers were higher than wages paid both by 
publicly supported private centers and by 
centers with little public funding. Average 
wages for teachers in publicly subsidized 
private centers were higher than in centers not 
receiving substantial public funding. For 
Colorado and North Carolina teacher wages 
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were lower in centv,rs more highly dependent 
on state fee reimbursement than in private 
centers with muhiple sources of public funding 
and were similar to wages in centers with little 
public funding in these states. 

Foregone Earnings 

In California and Connecticut, foregone 
earnings for all categories of staff in public 
auspices were lower than those in publicly 
supported private centers and for center which 
did not receive much public funding. They 
were higher for assistants in private centers 
with multiple public funding sources than in 
centers dependent on fee reimbursement and in 
centers with little public support. 

Ben^ts 

Results indicate some budgetary impact of low 
reimbursement rates, and some interaction 
effects. For teachery, the number of benefits 
and the percent of centers providing some 
health coverage was larger in public auspices 
than in centers dependent on state 
reimbursement and centers with little public 
funding. The number of positive working 
c onditions was greater in centers with multiple 
public funding sources than in public auspices 
and centers dependent on state fee 
reimbursement. In California and Connecticut 
the percentage of centers providing maternity 
leave was higher in public centers than in 
centers dependent on state reimbursement and 
centers receiving little public support. In 
Colorado and North Carolina the percentage of 
centers with maternity benefits was lower in 
centers dependent on reimbursement than in 
centers receiving little public funds. Finally, a 
smaller percent of publicly supported and 
publicly operated centers gave staff fee 
discounts than centers receiving little public 
funds. 

Turnover 

Compared to other forms of public funding and 
to little public funding, in California and 
Connecticut teacher turnover was higher in 
centers more dependent on reimbursement; in 
Colorado and North Carolina teacher turnover 
was higher in private centers with multiple 
public funding streams. Compared to centers 



with little public funding, a higher percent of 
staff reported being likely to leave because of 
low wages in private centers with multiple 
public funding streams. 

Staff Personal Characteristics 

Staff were cider in public centers and publicly 
supported centers with multiple public funding 
sources than staff in centers with little public 
funds. A smaller proportion of staff had 
children receiving care in centers w.'th public 
funding than in other centers in the sample. 

Classroom Structure and Quality 

Teachers at public auspice centers had more 
ECE training and years of education than 
teachers at centers dependent on fee 
reimbursement and centers with little public 
support. Teachers at centers with multiple 
public spending streams had more training and 
education than at centers with little public 
funding. Teachers and assistants at publicly 
funded private centers had more tenure than 
centers with little public funding and assistants 
at public auspice centers had more tenure than 
teachers at centers with little public funding, 

Midmoming staff-child ratios were higher in 
public auspice centers in all states and in 
centers dependent on fee reimbursement in 
California and Connecticut than in centers with 
multiple public funding sources and centers 
with little public funding. Public auspices had 
higher quality than publicly funded private 
centers and centers with little public funding. 

Expended Costs 

Total expended costs for public auspices ($2.53 
per child hour) and multifunded centers ($2.78) 
were significantly higher than those for all 
other centers ($2.02) (Table 11.18). 
Reimbursement-dependent centers did have 
significantly higher total costs in California and 
Connecticut ($3.10) than other centers, but in 
Colorado and North Carolina, total costs in 
these centers ($1.58) were no higher than 
centers with little public support ($1.65). 

Labor costs for publicly funded centers 
averaged between 75% and 83% of total 
expended costs, similar to the sample of 
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nonprofits in general. The pattern of labor 
costs was similar to those for total costs. In 
particular, labor costs in Colorado and North 
Carolina centers dependent on fee 
reimbursement ($1.00) were, if anything, 
below labor costs centers with little public 
support in the same states ($1.12). 

Occupancy costs in these publicly funded 
centers ranged from 3 % of total cost in public 
centers, to 10.5% in the multifunded centers. 
They were significantly lower in public funded 
centers than in centers with little public 
support. 

Among the smaller categories of cost, all of the 
publicly funded centers had higher food costs 
than centers with little public funding. Most 
other cost categories shov/ed no significant 
differences related to public funding. 

Revenue 

Public auspices and multiple funded centers 
averaged significantly higher total revenue than 
centers with little public funding (Table 1 1.19). 
Revenue from parent fees was significantly 
lower in all categories of publicly funded 
centers than in centers less dependent on public 
funds, and was significantly higher in public 
centers ($0.91) than in centers dependent on 
reimbursement ($0.41). 

The highest levels of public support were in the 
multifunded centers ($2.39 per child hour), 
which had significantly higher support levels 
than centers dependent on fee reimbursement 
($1.82). In turn, these centers had 
significantly higher support than public 
auspices ($1.48), which had significantly 
higher support than centers less dependent on 
public funding ($0.17). ?n Colorado and North 
Carolina, centers dependent on fee 
reimbursement were funded at 58 % of the level 
for multifunded centers. 

The differences in public support levels 
combined with the partially complementary 
differences in revenue from parent fees in the 
same centers appear to reflect, first, less 
subsidy in public centers that serve higher 
income clientele at colleges and universities; 
and, second, a greater commitment to helping 
children of poor families in California and 



Connecticut reflected in their higher 
reimbursement rates. 

Subsidies and Full Cost 

Total inkind donations in ail publicly supported 
centers averaged about $0.40 per child hour 
and were significantly higher than in centers 
with little pub'ic funding, but did not differ 
significantly among types of publicly supported 
centers (Table 1 1.20). Public centers averaged 
significantly lower foregone earnings than other 
publicly supported centers and centers with 
little public support. In publicly supported 
centers with multiple sources of funds full cost 
($3. 12) was significantly higher than for 
centers with little public funding. For centers 
dependent on fee reimbursement in Colorado 
and North Carolina full cost was low, similar 
to full cost in centers not receiving substantial 
public funds in these states, indicating that 
reimbursement did not affect full costs in these 
t'vo states. 

Fees 

Fees charged for ECE did not differ 
significantly among these publicly supported 
centers or between those centers and centers 
with little public funding. 

Publicly Supported Centers Required to 
Meet Special Regulat'ons 

Special regulation centers were compared to ail 
other centers in the sample to determine to 
what extent tieing standards to public funding 
affected performance. A special analysis was 
required because these centers overlapped with 
publicly supported centers. 

Wages, Benefits, and Foregone Earnings 

Table 1 1 .9 shows that wages for all job titles 
(except for assistants in Colorado and North 
Carolina) were higher in special regulation 
centers than all other centers. Furthermore, 
for teaching staff the difference was greater in 
California and Connecticut. These centers also 
provided more benefits than other centers 
(Table 1 1 . 1 1 and 1 1 . 12). A higher percent 
provided maternity leave, and health insurance 
(94%), and a smaller percent provided child 
care fee discounts to their staff. 
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In California and Connecticut, foregone 
earnings for all job titles were lower in special 
regulation centers than in other centers. In 
Colorado and North Carolina this was only true 
for teacher-directors and administrators (Table 
11.10). 

Turnover, Classroom Structure and Quality 

Staff in special regulation centers reported 
being less likely to leave their jobs than in 
other centers. Directors (Table 1 1 .4) and 
teachers had more formal education, and both 
teachers and assistants had more ECE training 
and longer tenure in the center. Tenure in the 
centers for both teachers and assistant teachers 
also varied with state regulation, so that there 
was a greater difference in tenure between 
these centers and other centers in California 
and Connecticut. Classroom process quality 
scores were also higher in these centers. 

Expended Cost and Revenue 

Total expended costs for publicly supported 
centers meeting special standards ($2.62) were 
significantly higher than those for all other 
centers ($2.02) (Table 11.18), They had more 
public support and total revenue per child hour 
than other centers and less parent fees per child 
hour. 

Subsidies and Fees 

Special regulation centers had more volunteer 
services, occupancy donations, and total '.ikind 
donations than the other centers in the sample. 
Fees were not significantly different than for 
other centers. 

Worksite Centers 

The group of 16 identifiable worksite centers, 
9 in California and Connecticut (5 of the 9 
were for-profit centers), and 7 in Colorado and 
North Carolina (all nonprofit, in hospitals and 
colleges), were singled out to sec if they 
represented high quality or high cost centers. 
Although the small number of such centers 
makes tests of significance questionable, means 
and F-tests are reported. 

Center Structure 



Table 1 1 .4 shows that compared to other 
centers worksite centers had directors with 
more general education and early childhood 
training. In addition, work, ite centers in 
Colorado and North Carolina tended to have 
larger total enrollments. 

Wages and Benefits 

Table 1 1 .9 shows that for all staff wages at 
worksite centers were higher than wages at 
other centers. The wage differential between 
worksite and other centers was higher in 
California and Connecticut than in Colorado 
and North Carolina. 

For teachers, worksite centers provided more 
benefits than other center.^, and a higher 
percent (100%) provided health insurance than 
did non worksite centers (Tables 11.11). A 
smaller percent of worksite centers provided 
child care fee discounts to staff than non 
worksite centers. Compared to other centers, 
in California and Connecticut a larger percent 
of worksite centers provided maternity leave 
for teachers, in Colorado and North Carolina a 
smaller percentage (none) did. Compared to 
other centers, in California and Connecticut 
worksite centers provided more benefits; and a 
larger percent provided at least partial health 
insurance for assistants, while the reverse was 
true in Colorado and North Carolina. 

Foregone Earnings 

Wean foregone earnings of teachers, assistants, 
and teacher-directors were less in worksif 
centers than at other centers. For teacher- 
directors the differences were relatively greater 
in California and Connecticut (Table 11. 10). 
Mean worksite foregone earnings in California 
and Connecticut were negative for all job titles 
except assistants. Then were no significant 
differences between worksite and other centers 
in foregone earnings for administrators- 
specialists. 

Staff Characteristics 

In California and Connecticut worksite center 
staff were older than staff in other centers; the 
reverse was true in Colorado and North 
Carolina. Staff at worksite centers reported 
having fewer children living at home, and a 
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smaller percentage of staff had children 
receiving care at the center than in other 
centers. 

Classroom Structure and Quality 

Examination of Table 11.14 suggests that 
worksite centers had higher staff-child ratios 
than nonworksite centers. A larger percent of 
teachers had at least an A. A. degree in ECE 
than in other centers and assistants had more 
years of formal education. Finally, worksite 
centers had higher overall quality scores. 

Expended Cost 

Total expended costs in worksite centers in 
California and Connecticut were significantly 
higher than in othe"- ''enters (Table 11.18), but 
they were not in Colorado and North Carolina. 

Labor costs were 80 % of total costs in 
Colorado and North Carolina and 90% in 
California and Connecticut. The high 
percentage in the latter two states appears to 
have been made possible by high inkind space 
donations. Labor costs were significantly 
higher in worksite centers in California and 
Connecticut than in other centers in the same 
states, but not in Colorado and North Carolina. 

Occupancy costs ($0.-02 per child hour) were 
significantly lower in worksite centers in all 
states than in other centers ($0.29), reflecting 
the space donations that were common in this 
group. Expenditures in other categories were 
not significantly different between these and 
other centers. 

Revenue 

Total revenue in worksite centers (52.74 per 
child hour) was significantly higher than that 
for other centers ($2.16) and was comparable 
to the centers with multiple sources of public 
funds (Table 11.19). All of the difference, 
however, was in California an'l Connecticut 
($3.87 per child hour). Revenue per child 
hour in worksite centers in Colorado and North 
Carolina was not significantly different than for 
other centers in the same states. Neither 
revenue from parent fees nor from public 
sources was significantly different in worksite 
centers than other centers. 



Subsidies and Fees 

Worksite centers in California and Connecticut 
had the highest average total inkind donation of 
any identifiable group of centers shown in 
Table 11.20. The worksite centers in 
California and Connecticut averaged $1 .31 
inkind donations while those in Colorado and 
North Carolina averaged $0.45, in line with 
donations to publicly supported centers. 

Foregone earnings in worksite centers were 
less than in other centers at $0.07 per child 
hour, $0.36 in Colorado and North Carolina 
and actually - $0.23 in California and 
Connecticut. Compared to all other centers, 
full cost of care in worksite centers was higher 
overall. 

Fees charged to parents or public agencies did 
not differ significantly between worksite and 
other centers. 



SUMMARY AND CONCLUSIONS 

These comparisons can be summarized as 
follows: 

FOR-PROFIT Centers 

► Types of for-profit centers did not differ 
significantly on total costs, total revenues, or 
total subsidies per child hour. However, 
occupancy costs were higher for centers in 
national systems than in other for-profit 
centers. 

► On average, all for-profit auspices had 
lower quality scores, costs, subsidies, revenue, 
and full costs per child hour than independent 
nonprofit and public auspice centers. 

► Compared to other for-profit centers, 
centers which were part of national systems 
served more children, had lower capacity 
utilization, lower wages for teachers, and more 
staff benefits across ail job titles. 

► In California and Connecticut, teacher 
foregone earnings were higher for centers in 
national systems than in independent for-profit 
centers. A larger percent of staff reported they 
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were likely to quit because of low wages in the 
next year. 

Church-Affiliated Centers 

► Church-affiliated centers looked more like 
for-profit centers than they looked like the 
other two categories of nonprofit centers. 
They had lower structural quality scores and 
process quality scores than other nonprofits. 
They served smaller percentages of subsidized 
children and minorities. Wages and labor costs 
were lower than for other nonprofits and 
similar to those for for-profits; staff benefits 
were similar to those for independent for-profit 
centers and local for-profit chains. 

► Due in part to inkind donations, church- 
affiliated centers had lower expended costs per 
child and lower total revenue per child than 
for-profit centers. Full costs per child hour 
were similar to those of for-profit centers and 
significantly lower than in other nonprofits. 

PUBLIC Auspices 

► Public centers provided higher quality 
services than all other auspice groups except 
independent nonprofits. Compared to other 
nonprofit centers, on average, directors had 
more education and ECE training, earned 
higher wages, and had less foregone earnings 
(actually less than zero). 

► Compared to private centers receiving 
public support, public auspice centers had 
higher quality, higher wages, lower foregone 
earnings, and generally more benefits. 

► In California and Connecticut, teachers 
and teacher-directors in public auspice centers 
earned higher wages and had negative foregone 
earnings. Public auspice centers in these states 
received more in subsidies than did other 
nonprofit centers. It appears that these 
subsidies permitted these centers to pay market 
wages for their staff 

Private Centers with Public Funds Tied 
TO Higher Standards 

► Compared to other centers, centers with 
public funding tied to higher standards had 
higher process quality, wages, benefits, and 
working conditions, and lower foregone 



earnings. Staff members were older, had 
longer tenure at the center, a smaller percent 
reported being likely to leave their jobs, and 
teachers had more education and training. 

► Special regulation centers had higher costs 
(including higher labor costs) and higher 
revenues per child hour than other publicly 
supported centers. Their mean level of public 
support was high, similar to support received 
by centers with multiple public funding 
sources^ They had the highest full cost of care 
of any publicly supported centers ($3.78/hour). 

Publicly Supported Private Centers 

► Publicly supported centers had higher 
costs, revenues and in-ind donations per child- 
hour than centers little with public financial 
support. Even with lower foregone wages, full 
costs per child hour were higher than those for 
nonsubsidized centers, but not higher than for 
public auspices. 

► These centers did not have significantly 
different process quality scores than centers 
with no public funding. 

Private Centers Dependent on State 
Reimbursement of Funds 

► Quality scores for centers dependent on fee 
reimbursement were not significantly different 
from quality scores of multi-funded centers or 
centers with little public funding. 

► Teachers had more ECE training and 
longer tenure at the centers. 

► There is some evidence of budgetary 
impact from low reimbursement rates in 
Colorado and North Carolina. Their expended 
costs per child hour, labor costs per child hour, 
and full cost were similai- to those in centers 
with little public support. They were funded at 
a lower level than centers with multiple public 
funding sources. 

► In California and Connecticut expended 
costs and staff-child ratios were higher than in 
nonsubsidized and multi-funded centers. They 
were funded at the same level as private 
centers with multiple public funding streams. 
Their full cost was significantly higher than for 
centers little public funding. 
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Worksite Centers 

► Compared to off-site centers, worksite 
centers had higher quality, directors had rrore 
education and training, wages and benefit-. 
were higher for all job titles and foregone 
earnings were lower for teaching staff. 

► Centers in California and Connecticut 
differed from those in Colorado and North 
Carolina, possibly because of differences in the 
types of worksite centers which fell into the 
sample. Costs, revenues, inkind donations, 
and full cost of care were significantly higher 
than in other centers in California and 
Connecticut, but not in Colorado and North 
Carolina. In-kind (mainly occupancy) 
donations and full cost of care in California 
and Connecticut worksite centers were the 
highest of any group of centers, and occupancy 
inkind donations held down expended costs. 

*■ Since fees were not significantly different 
from off-site centers, worksite ECE services 
appear to be a good deal for parents. 



THE Higher Quality Centers 

> The following types of centers seem to 
pi. vide better quality: public auspices, 
independent nonprofits, private centers 
receiving funds tied to higher standards, and 
worksite centers. Generally, these types of 
centers also have higher expended costs and 
full costs per child hour. 



Staff Child Care Discounts 



► Child care discounts may be an 
inducement to potential workers needing such 
services, and may allow centers to offer lower 
wages with little or no cost to the center (in 
fact, center revenues may be increased through 
staff discounts). A larger percent of church- 
affiliated centers and for-profit centers 
provided child care discounts. All centers 
which were part of national for-profit systems 
gave staff discounts for child care and a larger 
percent of staff in these centers reported 
children receiving ECE services at the center. 
National systems may substitute benefits and 
child care discounts for higher wages (labor 
cost per child hour in these centers is similar to 
that in the other for-profit centers). These 
policies may have other impacts however. For 
instance, healt: ^nd retirement benefits should 
induce longer tenure, whereas staff discounts 
for child care may attract young mothers 
temporarily into ECE occupations which could 
reduce tenure. 
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Part 3 

Introduction 



This Part consists of three chapters that 
summarize results of the statirtical analysis of 
the three major sets of relationships among 
cost, quality of child care and children's 
concurrent cognitive and social development. 
In terms of the conceptual stracture depicted in 
Figure 2.1, it tests relationships between the 
Finances and the Classroom Quality domain, 
between the Classroom Quality and Classroom 
Structure domains, and among the Classroom 
Quality, Children, and Family domains. 
Included in the specifications of each of these 
models are variables related to the Center 
Structure domain to control for state, sector, 
auspice, and scope of the center programs. 

PART 3 OUTLINE 

Chapter 12 presents the results of the 
estimation of a cost function for child care 
centers. This cost variable function is based 
on the economic theory describing the cost 
minimizing behavior of competitive firms. 



adapted to the case of a mixed industry of for- 
profit and nonprofit ECE centers. It is 
concerned with the cost of producing, not the 
cost of purchasing child care services. The 
chapter describes the theoretical derivation of 
the function and presents estimation results. In 
particular, it discusses the relation between 
variable cost and quality of child care services. 
It also summarizes results testing for 
economies of scope and scale in the production 
of child care as well as for the responsiveness 
of the demand for labor to changes in market 
wages in the industry. 

Chapter 13 investigates the relationship 
between the quality of child care services as 
estimated by the center quality index, and 
expected determinants of quality. Because of 
the cross-disciplinary nature of this research 
project parallel multi-variate regression 
analyses were completed: a linear hierarchical 
regression analysis favored by child 
development psychologists and educators, and 
an ordinary least squares estimation of a 
quality production function favored by 
economists. These analyses yield similar 
results, with some interesting differences. This 
chapter also reports the results of a 
discriminant analysis, a form of univariate 
analysis, to identify those characteristics of cost 
and quality which discriminate best between 
poor-, mediocre-, and good-quality centers. 

Chapter 14 reports results of statistical analyses 
of the concurrent relationships between 
preschool children's cognitive and socio- 
emotional developmental outcomes and the 
quality of their child care. Children attended a 
subsample of classes observed in the cost and 
quality data collection who were in their next- 
to-last year of preschool. Hierarchical linear 
models were used to test whether each of six 
measures of child outcomes was related to 
classroom process quality, while controlling for 
the fixed effects of maternal education, child 
characteristics of gender and ethnicity, state, 
and sector, and child care center as a random- 
effect variable. 
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MAJOR FINDINGS 

Chapter 12, The Cost of Producing ecE 
Services 

► No statistically significant differences in 
the short-run cost function in for-profit and 
nonprofit centers were detected, holding other 
determinants of cost constant. Furthennore, 
publicly operated centers and centers in 
national systems were not statistically 
distinguishable from the sample as a whole. 
These results indicate that there are no 
statistically significant efficiency differences 
between for-profit and nonprofit sectors in 
producing child care services. 

► Nonprofit centers that received public 
funds, either from state or federal 
governments, which were tied to meeting 
higher standards than state minimum standards, 
had total variable costs that were 18% higher 
than other centers, keeping quality and other 
factors constant. 

► It is not expensive to increase the quality 
of a typical child care center. It costs between 
12 and 16 centers per child per hour to 
increase quality from average (quality index = 
4) to good (quality index = 5). 

► There is evidence of economies of scale in 
production. This means that an expansion in 
the hours served lowers costs. Also, it seems 
to be the case that centers serving a larger 
number of children have lower average costs of 
production. 

► There is no evidence of economies of 
scope. Serving different age groups together is 
no more cost efficient than serving them 
separately. 

*• In the short-run, center demand for labor 
services is not very responsive to changes in 
wages. That is, where the hours of child care 
services are constant, increases in wage rates 
do not bring about much reduction in 
employment. In addition, it appears that while 
staff with some college education are 
substitutes for those with college degrees, staff 
with only a high school degree or less, are 



complements to staff with a baccalaureate 
degree. 

Chapter 13, Models of Quality in Early 
Childhood Care and Education 

► These analyses consistently support 
previous findings that adult:child ratios and 
level of staff education (in this case the 
percentage of staff with at least a baccalaureate 
degree) are related to quality. The two 
regression analyses indicated that the adult- 
child ratio is the single most imponant factor 
in determining child care quality. 

► These analyses also provide intriguing 
evidence that characteristics of the center 
administrator influence child care quality. In 
particular, the amount of the administrator's 
experience is related to quality, as is her/his 
effective involvement with teachers in planning 
the children's curriculum. The discriminant 
analysis indicated that the administrator's level 
of education discriminated among poor-, 
mediocre-, and good-quality centers. 

► Study results indicate that teacher turnover 
rates are negatively related to center process 
quality, although these results were more 
robust in the econometric than in the 
hierarchical regression estimations. 

► Results provide further evidence that child 
care centers providing their teaching staff with 
higher wages also provide their children with 
higher quality care. The discriminant analysis 
indicated that mean teaching staff wage rates is 
the single most discriminating factor. Because 
of different approaches to entering wages into 
the multiple regression analyses, the 
hierarchical and econometric regressions 
yielded different wage effects. In the 
hierarchical regressions, holding ail other 
factors constant, staff wages were significantly 
related to quality, whereas in the econometric 
model, which entered wages of staff by level 
of education, only the wage of staff with high 
school education or less was significantly 
related to quality. 

*■ Significant, sector-, auspice-, and state- 
level differences in quality were found in both 
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regression analyses. Since the two analyses 
involved slightly different specifications of 
these dummy variables, results were not 
directly comparable. The most consistent 
results indicate that, holding all other factors 
constant, church-affiliated centers had lower 
quality than other centers in most states. For- 
profit centers which were part of national 
systems had relatively higher quality than other 
for-profit centers (again, holding other factors 
constant). 

► There was no significant difference in 
quality production functions between for-profits 
and nonprofits. However, there are enough 
hints of differences in coefficients and their 
significance levels that the comparison between 
sectors bears further investigation. 

► Finally, it should be noted that the 
regression analyses accounted for about half of 
the variance in quality among centers. While 
this is quite satisfactory for cross-section 
aiialysis, like most such analyses, much of the 
difference in quality among centers is left 
unexplained . This casts some doubt on the 
reliability of both tests of significance and 
regression coefficients. 

Chapter 14, Child Care Quality and 
Children's Developmental Outcomes 

► A positive influence of child care quality 
was found across all areas of children's 
outcomes that were examined. The results 
indicated that children in better quality child 
care displayed more advanced language and 
pre-math skills, had more positive views of 
their child care situation and themselves, had 
better relationships with their teachers, and had 
more advanced prosocial skills. All of these 
forms of development are considered important 
to children's ability to enter school ready to 
learn. 

► The positive effect of better quality care on 
children's cognitive and socio-emotional 
outcomes was found for boys and girls, for 
children from different ethnic backgrounds, and 
for children whose mothers had different levels 
of education. 



► The strongest effect of child care quality 
was found for children's receptive language 
ability, and the next strongest for positive 
aspects of the teacher-child relationship. 

► Higher quality child care was evev: more 
strongly related to better language abilities for 
some groups of minority children. For 
children whose mothers had relatively less 
education, there was an even stronger 
relationship between being in higher quality 
care and having more positive attitudes about 
their child care and their own competence. 

► Some differences in the effects of quality 
were found by state, with stronger effects 
generally found for California than Colorado 
and North Carolina. 

► The significant contribution of the present 
study is the consistent finding of a positive 
relationship for a variety of measures and 
across a wide-ranging sample of children from 
different socio-economic backgrounds. 
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Chapter 12 

The Cost 
of Producing 
ECE Services 

by H. NAC! MOCAN 



In order to develop an adequate theory to test, 
it is necessary to combine insights from both 
child development and economic theory. 

In economic theory, the cost function is 
logically deduced from characteristics of the 
center's production function. Therefore, it is 
first necessary to introduce the notion of a 
production function. 

THE Production Function 

Child care centers employ various resources to 
produce child care services. The duality and 
the amount of child care services produced by 
the center is the output, and the resources that 
are employed to produce the output are the 
inputs. 



This chapter describes the theoretical 
background of shon-run cost functions 
employed in the analysis. It describes the 
construction of the cost function developed for 
estimation, and presents estimation results for 
ECE centers based on the data collected in this 
study. The chapter is concerned with the costs 
of producing, not the cost of purchasing the 
services. As demonstrated in Chapter 8, costs 
to families are generally lower than the actual 
production costs. 

THEORETICAL BACKGROUND 

This theoretical introduction extends the 
discussion presented at the end of chapter 2 
which introduced the conceptual structure of 
the study. The chapter tests statistically the 
relation between production costs and its 
determinants: the prices of inputs, the amount 
and quality of services produced, and other 
determinants discussed below. It therefore 
tests the hypotheses implied by the arrows in 
the Figure 2. 1 which connect Center Structure, 
Classroom Structure, Classroom Process 
Quality, the Labor Market, and Center Costs. 



The inputs are classified into two categories as 
fixed and variable. Fixed inputs are the ones 
that cannot be changed easily in the short-run. 
An example is the space occupied by the 
center. Because of contractual agreements 
and/or the cost of a move, a child care center 
cannot increase or decrease its space 
frequently. Consequently, it is assumed that 
space is fixed in the short-run (e.g., during a 
one-year period). This places a limit on the 
number of children who can be served and the 
maximum group size possible in each room. It 
can also affect the efficiency of the use of the 
variable inputs. 

Variable inputs are the ones that can be 
changed in amounts used in the shon-run. 
Since the center can adjust the use of labor by 
layoffs and new hires, labor constitutes a 
variable input. Food and materials are also 
examples of variable inputs. Thus, within 
capacity limits set by state law, the center can 
vary the number of children it serves and the 
quality of services by using different amounts 
of variable inputs. 

The manner in which the variable inputs are 
combined with the fixed inputs to produce 
output may be considered the production 
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technology of the child care center. The 
production technology in ECE involves 
decisions related to staffing ratios and staffing 
combinations, use of space, kinds of materials 
and equipment available for children's use, and 
the combinations of staff and materials or 
equipment used to provide services. 

Different technologies can be used to produce a 
good or service. For instance, to dig a ditch, 
one could employ a team of workers with 
shovels, or one operator using a tractor and 
back hoe. The characteristic of production 
technology of interest to economists is its 
efficiency. The efficiency of a production 
process measures the output produced in a 
given time-period by a particular amount of 
inputs. A highly efficient process produces 
more output per hour or day with a given 
amount of resources than alternative 
technologies. Also, a given technology can be 
used more or less efficiently. That is, one 
crew of workers might complete the ditch in a 
day, whereas a second team might take a week 
using the same technology, shovels. 

The discussion of efficiency must take into 
consideration both the quantity and the quality 
of the output, particularly in ECE where 
centers clearly differ in the quality of the 
service they provide. Consider two child care 
centers that employ the same amount of inputs. 
Assume the first one produces more child 
hours than the second one. If the quality of 
the output produced by the second center 
exceeds that of the first one, it cannot be said 
with certainty that the second center is less 
efficient, because the outputs they produce are 
not comparable to each other due to quality 
differentials. Thus, any discussion of the 
relative efficiency of child care centers must 
take into account the variations in quality of the 
service provided. 

The relationship between inputs used by the 
center and the corresponding level of output is 
called the production function. The production 
function identifies how much output changes 
when inputs change, assuming a particular 
technology. The cost function to be developed 



below is derived from a production function for 
ECE services. 

The Cost Function 

Standard economic theory demonstrates that for 
a particular production function, there exists a 
corresponding cost function which gives the 
total cost of producing different levels of 
output using the technology embodied in the 
corresponding production function, assuming 
the firm minimizes costs. We investigate total 
variable costs of the firm, costs that change 
with the amount of output produced. In order 
to increase output in the short-run, the firm 
increases variable inputs. The total variable 
cost function shows how much variable costs 
increase when variable inputs and total output 
increase. In economic theory, a short-run total 
variable cost function is a function of the prices 
of the variable inputs and the quantity of 
services produced. 

The reason to study a short-run cost function 
(as opposed to a long-run cost function where 
all inputs to production, including capital, can 
vary) is because centers make decisions about 
production and expenditures in the short-run 
when the physical facilities housing the center 
are fixed. As a result, child care centers 
cannot adjust their use of capital to changes in 
market conditions. For example, a reduction 
of rents in a building three blocks away will 
not result ir. the child care center moving to 
that location overnight, even though not dtiing 
so means incurring higher expenses. 

Because capital is fixed, its price does not 
affect short-run decisions about how much to 
produce. However, in the model described 
below, the amount of capital, square footage, 
is included. This is because different centers 
operate with different amounts of physical 
space. Therefore, total variable costs may 
differ from center to center, depending on the 
amount of physical capital employed. The 
level of center process quality also affects costs 
and is included as a determinant of costs under 
the assumption that the higher the quality of 
services, the higher the costs of production. 



262 CQ&O STUDY TECHNICAL REPORT 



ERIC 



J3V 



The cost function hypothesizes that the 
operating costs would go up as the prices of 
variable inputs (e.g., the wage rate, which. is 
the price of labor) go up, keeping capital and 
the output constant. Similarly, it shows that an 
increase in output generates an increase in total 
variable cost, holding capital and the prices of 
variable inputs constant. Also, it shows that 
costs go up if quality increases, holding prices 
of inputs and quantity of output constant. 

It should be emphasized that in order to derive 
the cost function from the production function, 
it is necessary to assume that the firm is 
minimizing c^sts. This is another way of 
saying that the firm aims to produce goods or 
services at the lowest costs, given the prices 
prevailing in the market. This has an 
important implication. If input prices change, 
insofar as is technically feasible, the firm 
normally will change the proportions of inputs 
used in production to produce at the lowest 
cost. This is true regardless of the basic 
objective of the firm. For instance, in ECE, 
centers may have differertl basic purposes for 
providing services. A for-profit center has lo 
try to maximize its profits. A nonprofit center 
may try to maximize its enrollment or its 
quality of services. These objectives, 
especially the objectives of the nonprofit 
centers, are not known by the researcher. 
However, no matter what the main purpose of 
the operrlion, as long as the center is not 
wasting resources, the framework described 
above is valid. The assumption of cost 
minimization is logical for any firm, and is 
particularly reasonable for both nonprofit and 
for-profit centers in the ECE market. The 
highly competitive nature of the market should 
put pressure on centers to avoid wasteful use of 
resources. 

Il should also be noted that while the 
production function and the cost function are 
counterparts to each other (dual in theory), 
estimates of the stochastic forms need not be 
dual to each other. With a cost function one 
needs only to assume that firms are minimizing 
costs, while estimation of a production function 
requires the underlying, more stringent 
assumption of profit maximization (Hamermesh 
& Grant 1979) 



These ideas can be formalized using the 
following equation: 

(1) C=f(PXK.q,D), 
where 

C = Total Variable Cost of the center. C 
includes the wage bill, nonwage benefits, food 
and material expenses, staff education costs 
and donations. 

P, Y, K, q, and D are determinants of C. 

P = the vector of input prices, for instance, 
the wage rates paid to different types of labor. 

Y = the vector of different outputs 
produced. For instance, the hours of infant- 
toddler services, or the hours of preschool 
services produced. 

K = amount of physical capital (square 
footage), which is fixed in the short-run for 
each center. 

q = the index of center quality. 

£) = the vector of variables that captures 
various other center characteristics 

As noted above, different firms may 
produce different levels of output at the same 
level of quality, even if they employ the same 
amount of inputs. This is possible if the 
centers differ with respect to intangible center 
characteristics, such as managerial efficiency, 
or worker attitudes. Centers that are 
observably identical in every respect (including 
quality) may have different costs in the 
presence of different, unobservable center 
characteristics. Because of these concerns, in 
equation (1), D stands for the variables that 
capture the efficiency differential due to the 
structure in which the center operates. Some 
examples are the profit status of the center, and 
the state in which the center operates. A 
detailed description of these variables is 
presented in the data section below. 

The Cost Function and the Project 
Conceptual Structure 

The analytical framework for the cost function 
is embedded in the project conceptual structure 
depicted in Figure 2.1. In the figure, center 
costs are shown as determined by Center 
Structure, which includes the center FTE (Y in 
the equation) and other characteristics such as 
profit status and location (D in the equation). 
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Finally, it is affected by Process Quality (q). 
Capital facilities (AT), and the Labor Market 
(P). 

Figure 2.1 also shows how quality is produced. 
According to the diagram, structural classroom 
and center characteristics, as well as the 
children themselves, directly affect the level of 
process quality. Classroom Process Quality is 
influenced by classroom structures such as 
teacher education, teacher experience, and the 
number of children per teacher. It is also 
affected by cer'er structural characteristics 
such as the number of children served, the age 
groups that are served, and the profit status of 
the center. In addition, the arrows from family 
to children and from children to process quality 
indicate that the process quality embodies a 
component that is generated by the family -- or 
the home snvironment. 

As is the case with the production of child 
hours, the production of process quality also 
involves technology, which can partially be 
captured by some obsen/able csnter 
characteristics. Foi example, differences in 
center curricula, variations in center director's 
education and experience or managerial ability 
are factors that produce efficiency differences 
in process quality. 

Like any other production mechanism, an 
increase in the process quality produced by the 
center can be achieved by increasing the inputs 
that are employed in the process. For 
example, increases in average teacher 
education, experience, and staff-child ratio are 
expected to increase the level of process quality 
produced by the center. If the center is 
operating efficiently (not wasting lesources) the 
increases in inputs that enter the prod'iction of 
process quality must necessarily be assoc'ited 
with increased costs. For example, to increase 
the average teacher education and experience at 
the center, the center must incur higher wage 
and salary expenditures. Similarly, to 
increase the staff-child ratio the center must 
hire more workers for a given number of 
children. It is costly to increase the process 
quality of the center (or to produce more 
quality) and the inclusion of the quality index 



(q) in the right-hand-side of the cost function 
depicted in equation ( 1 ) controls for the 
differences in costs the centers incur that are 
associated with the Production of quality. 

Specification of the cost Function 

To estimate the cost function in equation (1), a 
particular functional form needs to be chosen. 
The analysis reported below employs a translog 
functional form. Translog cost functions have 
enjoyed widespread applications which include 
estimation of hospital cost functions (Vita 
1990), cost of producing public safety 
(Gyimah-Brempong 1987), cost functions for 
the trucking industry ( Gagne 1990), and cost 
functions pertaining to electricity and gas 
production (Betancourt and Edwards 1987). A 
translog function is a second-order Taylor 
series approximation to an unknown, 
underlying, twice-differentiable function 
(Christensen, Jorgensen, and Lau, 1973). 

The empirical counterpart of equation (1) is the 
following translog cost function: 

(2) lnC=ao+XQ!i(lnPi)+(3,(lnK)4-((32/2)(lnK)- 
4-(l /2)SS7ij(lnPi InPj) -f-S^idnP; InK) 
4-S7r,(lnY,) + (l/2)XS?;^(lnY,lnY,) 
4-SX/i,k(lnPi lnYk)4-X0k(lnYk InK) 
4-r,(lnq)4-(r2/2)(lnq)'4-r3(lnKlnq) 

4-XWlnY^ lnq)4-Xfi,(inPi lnq)4-Xw„D„ 

+ Ui 

where 

C = total variable cost, as defined earlier. 

P, and Pj = the market prices of the ith and 
yth inputs, respectively. In this sma-' three 
input prices are used: the wages for teaching 
staff with less than 12 years of formal 
education, wages for staff with 12-15 years of 
education, and wages for staff with 16 and 
more years of education. 

y, and Y^. -- the amounts of the rth and kth 
output. In this study a center produces three 
kinds of output: hours of infant-toddler 
services, hours of preschool services, and 
hours of before- and after-school services for 
school-aged children. 
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K = the amount of capital which is 
assumed to be fixed in the short-run. 
q = the process quality of the center, 
£) = a vector of dummy variables 
representing center attributes. They are 
defined in the data section below in detail. 
The use of a dummy variable is an appropriate 
way to capture differentials if there is good 
reason to believe they are scalar, that is, that 
the characteristic simply increases or decreases 
costs in all centers by a certain amount or 
percentage. 

In stands for the natural logarithm, and u is 
the error term, that captures all the 
unobservable factors that influence total 
variable cost. 

The coefficients, denoted by Greek symbols, 
demonstrate the link between the natural 
logarithm of total variable cost, which is the 
dependent variable, and its determinants, 
presented on the right hand-side o! Tie equality 
sign. Their signs and magnitudes are 
determined by estimating (fitting) the model 
depicted in equation (2) to the data collected 
from ECE centers in this study. For example, 
the value of r, obtained through the analysis of 
the d.^ta (the estimated value of r,) will display 
how much total variable cost would change (in 
fxjrcentage terms) as center quality (q) changes 
by a given percentage. 

A few comments on the function depicted in 
equation (2) are in order. First, this specific 
form is dictated by economic theory. As 
described earlier, short-run cost-minimization 
behavior of the centers generates a cost 
function, where the prices of the variable 
inputs (e.g. the market wage rates), the amount 
of the physical capital (square footage) and the 
outputs produced (child hours) enter the cost 
function because they are the inputs and the 
outputs of the production process. After taking 
the natural logarithms, these variables (InP for 
the natural log for the price of variable inputs, 
InK for capital and InY for outputs) not only 
enter as linear terms (such as InP, or InK), but 
they also enter as quadratic (squared) terms 
[e.g. (InK)^l. Furthermore, there are 
interaction terms between these variables. For 



example, the last term of the second line of 
equation (2) is S5i(lnPilnK). With three input 
prices P|, P2 and P3, this term can be stated as 
SilnPjlnK-l-SjlnPjlnK-l-SjlnPjlnK, which 
demonstrates that there are three additional 
variables in the model, that are created t" 
multiplying InP, by InK, lnP2 by InK, and InP, 
by InK. To give another example, the last 
term in the fourth line of equation (2) f 
S0t(lnY|, InK) ] represents the interaction 
variables between InY, and InK (which are 
themselves the original variables). More 
precisely, S0|,(lnYt InK) can be spelled out as 
0j(lnY| InK) -l-02(lnY, InK) +03(lnY3 InK), 
which demonstrates that if there are three 
categories of children served (Y,, Yj, and Yj), 
there will be three interaction terms between 
the output variables and the capital (K) in the 
model. 

The index of quality (q) is entered as an output 
variable into the model. Thus, equation (2) 
includes interaction terms between quality (q) 
and other variables. In an alternative 
specification, quality was treated as a control 
variable, which involved including only q and 

The translog functional form is used to 
estimate the cost function because it is a 
flexible form which does not place restrictions 
on the interaction of parameters. That is, 
within the translog specification, the data 
determine the structural form of the functional 
relation. Estimation of the translog function 
allows the researcher to test all combinations of 
possible substitutions among inputs rather than 
making a priori assumptions. 

To be consistent with economic theory, the 
cost function should be linearly homogenous in 
input prices, and the cross-coefficients must be 
symmetric. These imply the following 
restrictions on Equation (2). 

Xa, = l, S,7ij=0 for all i, 1.5 =0, Si2i=0,and 

Sipi,|,=0 for all k; 

7jj=7i, for all / and j, and 

^kr=^rk for all k and r. 
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Using Shephard's Lemma, optimal demand for 
the ith input is obtained by differentiating ihe 
cost function with respect to the price of the Jth 
input (Pj) which yields: 

(3) ainC/ainPi=OC/aPi)(Pi/C)=P;X/C, 

where Xj is the optimal level of input i. Thus, 
PiX|/C is the share of the input / in total 
variable cost. Letting S-, denote the cost share 
of input J, and differentiating the cost function 
depicted in (2) with respect to yields the 
following structure for the cost shares: 

(4) Si=ai+S7ijlnPj+S5ilnK+SfiiklnYk+fiilnq. 

The cost equation is estimated jointly with the 
system of share equations depicted in (4). To 
avoid singularity in the error covariance 
matrix, one of the share equations is deleted 
and the model is estimated using non-linear 
methods subject to the restrictions imposed 
above. 

in principle, one can choose to estimate either 
a production function or a cost function. In 
practice, however, the production function 
imposes the additional constraint of profit 
mayimization over and above the constraints 
necessary for a cost function. Two other 
factors in this study contribute to the choice to 
estimate a cost function. First, the study team 
was more interested in the relationship between 
cost and quality than between the use of inputs 
and production. Second, in our context 
estimation of a cost function has stronger 
statistical power. This is because the cost 
function assumes that prices of inputs are 
exogenous to the firm's decisions, while the 
production function assumes that the quantity 
of inputs is exogenous. Given that our unit of 
observation is the firm, it is more reasonable to 
assume the exogeneity of wages rather than the 
exogeneity of quantity of labor hired. 
In sum, the basic framework used in this study 
consists of three measures of output (i.e. 
k, r= 1 ,2,3), price of three different categories 
of inputs (/j = 1,2,3), and five center 
characteristics («= 1 ,...,5). 



THE DATA 

The Dependent Variable, Total Variable 
Cost (C) 

C, the dependent variable, is total variable cost 
of the center during the fiscal year 1991-92. It 
is the sum of the following annual center costs: 
wage and salary expenditures, nonwage 
benefits, staff education costs, subcontracting 
costs, food costs, other operating expenses, and 
the estimated value of in kind donations (food, 
volunteer services, and supplies). The 
overhead costs, facilities cost, and insurance 
costs are not included, because they constitute 
fixed costs, costs that do not change in the 
short-run with respect to the level of service 
provided. 

The value of donations is included to make the 
total variable costs of different centers 
comparable to each other. The value of 
volunteer services is calculated by multiplying 
the volunteer hours by the wage rate of the 
paid labor doing similar work. For example, 
consider two centers that operate in the same 
labor market, thereby facing the same wage 
rates. Assume further that they serve the same 
type of children and produce the same number 
of child-hours. In addition, they use the same 
amount of space and have the same level of 
process quality. Suppose both centers use the 
same amount of milk per year, but the first 
center buys its milk, whereas the local dairy 
donates the second center's milk. Given that 
the second center does not buy its milk, its 
operating expenses, which is the left-hand-side 
of equation (2) will be less than that of the fiiit 
center by the amount of the first center's milk 
costs. This, of course, would create a 
distorted image, as if the second center were 
more efficient than the first one, while in 
effect, the only difference between the two 
centers is the fact that the first one must pay to 
obtain milk , but in the case of the second 
center, a third party is spending the same 
amount of resources on its behalf. From the 
point of view of the society, however, both 
centers use the same amount of resources to 
produce the same output, regardless of the 
avenues through which these resources are 
obtained. Thus, their efficiencies are identical. 
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To take another example, imagine a private 
foundation which donates annually half a 
million dollars to a particular center that serves 
an inner city neighborhood. Assume that the 
center provides excellent care, and the money 
granted by the foundation covers all expenses 
of the center (operating, as well as fixed). 
Therefore, the center provides its services free 
of charge. Imagine a different center in the 
same neighborhood that is producing the same 
quantity of output (same number of child- 
hours) for a total of $250,000 per year, but it 
has a lower level of quality than the first 
center. Furthermore, suppose that this center 
does not receive any donations, and it is 
charging a fee of $75 per week for full-time 
child care. Although from the consumers' point 
of view the first center is more "efficient", 
because it provides better care free of charge, 
it may not be efficient from the point of view 
of the society in general. If the second center 
can increase its quality to the level of the first 
center by spending an additional $150,000 a 
year (e.g. through hires of additional teachers), 
this indicates that $100,000 are being wasted 
by the first center every year. This is the case 
regardless of who pays for care and how 
much, because the simple economic fact is 
that, if used efficiently, the original half a 
million dollars from the private foundation 
could have generated the same quantity and 
quality of output, and there would be room to 
use the remaining $100,000 to increase the 
quality and/or quantity somewhere else. 
Hence, efficiency relates to the allocation of 
resources in the best possible way, such that 
the limited resources produce the maximum 
quality and quantity. 

To the extent that the centers can alter the 
hours of work provided by the center's 
director(s), the salaries of the directors are also 
part of the total variable costs. In this study 
we did make this assumption for some 
specifications of the model. Some for-profit 
centers are owned and operated by individuals 
who are also the directors of the center. For 
those owner-directors who did not report a 
wage or salary, the salaries are imputed and 
added to the total variable costs. Missing 
salaries of owner-directors are imputed in three 



different ways, i) They were assigned the 
average salary of administrative directors in the 
same state, same sector (profit or non-profit) 
and similar center size, ii) by multiplying the 
highest wage at the center with the hours 
worked by the owner-director, iii) by 
multiplying their hours by the highest wage at 
the center plus 23 percent, which is the mean 
premium a director receives above the highest 
wage of the center. The results were 
insensitive to the method. 

Independent Variables 

The following variables are included in the 
main model of the total variable cost function 
as determinants of total variable cost: 

Market wage for less educated staff (WAGEl) 
= the weighted average wage rate of the 
teaching staff at the center, with 12 years or 
less education, weighted by teacher hours, in 
the spring of 1993. For centers which did not 
have any staff in this category, the mean wage 
for the state was used. 

Market wage for staff with 13-15 years of 
education (WAGE2) = the weighted average 
wage rate of staff with 13-15 years of 
education at the center in the spring of 1993. 
For centers which did not have any staff in this 
category, the mean wage for the state was 
used. 

Market wage for highly educated staff 
(WAGE3) = the weighted average for staff 
with 16 years or more of education. For 
centers which did not have any staff in this 
category, the mean wage for the state was 
used. 

The input prices used in this equation are 
proxies for the market wage that has to be met 
by a center in order to hire the given type of 
staff person. Every center, regardless of 
whether or not it hires a specific kind of staff 
person, has the option to do so. Economic 
theory assumes that the decision about who to 
hire is based on the market wages for that type 
of personnel . Because actual market wages 
were not available, they were estimated as 
either the weighted average of wages paid for 
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the occupation in the center, or for centers not 
hiring the type of worker, the state mean. 

Infant/toddler output (INFANT-TODDLER) = 
the total annual hours of service the center 
provided for infant-toddlers in fiscal year. 

Preschool output (PRESCHOOL) = the annual 
hours of service provided for preschoolers. 

School-aged output (SCHOOLAGE) = the 
annual hours of care provided for kindergarten- 
school age children. 

Process quality index (QUALITY) = the 
quality index for the center which is a weighted 
average of room-level process quality indices 
(See Chapter 6 for a description of the 
construction of the index). 

Square footage (SPACE) is the square footage 
of the inside space used by children, which is 
the measure of physical capital (K) . 

Profit status (PROF) = 1 if the center is for- 
profit, and 0 if it is nonprofit. This and the 
variables explained below constitute the vector 
D in equation (2). 

Part of a national system (NATIONAL 
CHAIN) = 1 if the center is part of a national 
for-profit system and 0 if not. 

Specially funded centers (SPECREG) = 1 if 
the center receives public money, either from 
the state or federal government and that 
funding is tied to higher standards than 
required by state licensing regulations. This 
group inchides Head Start centers, centers 
where 20 percent or more of their enrollment 
constitute special needs children, and special 
preschool programs sponsored by State or 
Federal Department of Education. 

Public Centers (PUBAUSP) = 1 if the center 
is owned and operated by a public agency. 

Publicly Subsidized (PUBSUPP) = 1 if the 
center is not publicly owned or operated, but 
receives more that 50 percent of its revenue 
from public grants and/or public fees and/or 
USDA reimbursement. 



Also included are dummy variables for states 
to capture impact of state-specific 
unobservables on costs. 



EMPIRICAL RESULTS 

Procedures 

The cost function is estimated using the whole 
sample. Two North Carolina special education 
centers were dropped from the sample, because 
of their unusual cost and quality structures, 
leaving 396 observations. The explanatory 
variables are normalized by dividing each 
variable by its mean before taking the natural 
logs. Not all centers in the sample serve all 
three age groups. When a given center does 
not serve a particular age group, the annual 
hours of service provided for that particular 
age group is, of course, zero. It is assumed 
that this is a calculated decision on the part of 
the center. In other words, it is assumed that 
there are no outside constraints imposed on the 
center which prevent it from providing that 
particular service, but rather, it is the center's 
choice based on comparing the associated costs 
and benefits. The center observes the wage 
rates prevailing in the market, the fees charged 
by potential competitors, and the regulatory 
environment, such as the adult-child ratios 
imposed by the state. 

The inclusion of the centers that do not serve 
all three age groups is problematic, because the 
variable is zero if the center does not provide 
the service, and the natural logarithm (In) of 
zero is undefined. One solution is to insert 
arbitrary small values for zero (e.g. 0.0001). 
However, pr'^vious research employing the 
translog cost function has demonstrated that the 
results may be sensitive to the choice of the 
value to be substituted for zero (e.g. 0.001 vs. 
0.0001) (Vita 1990). A more robust method, 
and (he standard transformation employed in 
estimating cost functions is to apply the Box- 
Cox transformation, where InY, is replaced 
with (Y|''-l)/X, and the Box-Cox parameter X is 
estimated jointly with other coefficients of the 
system. (Caves et al. 1980, Vita 1990). 
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Results 

Effects of Quantity Produced 

The results which are reported in Table 12.1 
demonstrate that the first-order parameters (tt,, 
TTj, TTj, a,, positive and significant 

as suggested by theory, indicating that 
increases in production levels and the wage 
rates bring about increases in total variable 
cost. 

Since the explanatory variables are mean 
scaled, the coefficients of first-order 
parameters are elasticities at the means. 
Elasticities measure the ratio of the percentage 
change in the dependent variable to the 
percentage change in the independent variable. 
They provide a measure of the responsiveness 
of the dependent variable to changes in the 
independent variable. In this case the 
elasticities measure the percentage change in 
cost divided by the percentage change in either 
input prices or output. For example. Table 
12.1 reveals that the coefficient of infant- 
toddler hours (tti) is 0.263 This means that a 
10% increase in the hours of infant-toddlers 
served at an average center brings about 2.6% 
increase in total variable costs. Similarly, a 
10% increase in the hours of service provided 
to preschoolers generates a 3.0% increase in 
the total variable costs. 



7?!^ Effect of Quality Differences on Cost 

Table 12.1 shows a positive relation between 
total variable cost and quality. The first-order 
parameter of the quality index (t,) is positive 
and significant, which indicates, as expected, 
that an increase in quality is associated with an 
increase in total variable costs. The coefficient 
indicates that if the quality index increases by 
10%, this brings a 4.0% increase in total 
variable costs. The mean value of the quality 
index of the centers scaled to the ECERS 
instrument is 4.0, with a standard deviation of 
0.85. This means that the average center in 
our sample must increase its quality by 25 
percent to achieve good quality. Using the 
estimated coefficient of the quality index (t,), a 
25% increase in quality implies a 10 percent 



increase In total variable costs for the average 
center. The average total variable costs for 
centers is $224,899. This implies that an 
increase the quality level of an average center 
to the level considered good by education 
experts would be associated with an additional 
cost of $22,490 per year. Given that the 
average center provides a total of 137,017 
hours of service to infant-toddlers, preschoolers 
and kinder garden-school age children in a 
year, it would cost an additional 16 cents per 
hour per child to produce good quality for an 
average center, keeping constant the space, the 
hours of service provided, and the wages paid 
to staff. 

The interaction terms between QUALITY 
and WAGEl and between QUALITY and 
WAGE3 are statistically significant, with 
negative and positive coefficients, respectively. 
This indicates that, for the least educated 
workers a 10 percent increase in the wages 
with respect to their sample average brings 
about a 2.22 percent increase in total variable 
cost for a center which has average quality and 
pays the average wages to other types of 
workers. If the same center has good quality 
(which is 25% more than the average quality in 
the sample), the same 10% increase in wages 
of the least educated workers is associated with 
2.16 percent increase in total variable costs. 
This demonstrates that an increment in wages 
to the least educated workers generates smaller 
additions to costs at good quality centers than 
at average quality centers, which in turn 
implies that low educated workers become 
relatively more productive following a wage 
increase if they are affiliated with a good 
quality center in comparison to an average 
quality center. 

The opposite is tme for workers with 16-f- 
years of education. An increase in wages for 
these workers is associated with larger 
increments to costs if center quality is above 
average. 

These results suggest that wage increases for 
the least educated workers are relatively more 
productive in high quality centers, and wage 
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increases for highly educated workers are more 
productive in low quality centers. 

The model shows that centers can increase 
their quality by hiring more staff and/or by 
changing the composition of staff in favor of 
highly educated workers. Either action would 
increase center quality and increase center 
costs, the wage rates being constant. This is 
because a substitution of more educate'' 
workers for less educated ones and hiring more 
workers would increase the wage bill, even if 
the wage rates remain intact. 

The results indicate that the increase in costs 
due to an increase in quality is not high. This 
is true in the presence of the wage-quality 
interaction as depicted by equation (2). If a 
mandate forced centers to increase their staff- 
child ratios, thereby increasing the demand for 
workers, wages would not increase 
significantly as a result. Supporting evidence 
for this statement can be found in Blau (1993) 
who reports that the elasticity of child care 
labor supply is approximately 2.0. Labor 
supply elasticity measures the percentage 
response in the amount labor supplied to the 
market following a one percent increase in the 
wage rate. Blau indicates that this relatively 
large value could help explain the tendency for 
child care workers' wages to remain unchanged 
in relative terms despite rapid growth in the 
demand for child care (Blau 1993, p. 344). In 
our data we also find support for the 
hypothesis that centers do not operate in a tight 
labor market. Over 80% of center directors 
indicated that they did not offer higher wages 
to newly hired workers. Furthermore, 50% of 
the center directors reported increasing wages 
by less than 3% in the last year and only 12% 
reported raising them by more than 6 % . 

If wages are raised exogenously, this would 
have a direct impact on center costs, but 
increased wages would not have any 
appreciable impact on the change in costs 
associated with increased quality. 



Alternative Junctional forms 

It should be noted that Equation (2) treats both 
quantity and quality as two attributes of output 
that are determined jointly. Thus, the model 
gives the centers the flexibility of increasing or 
decreasing the level of quality as a response to 
variation in prices (such as wages). The cost 
function can include only Inq and Inq^, if one 
assumes that center quality is determined 
exogenously. To investigate the results under 
this specification, quality is entered without the 
interaction terms. It is found that an increase 
of quality from average to good would cost an 
additional 13 cents per hour per child. 
Alternatively, a more flexible method of 
controlling for quality in this framework is to 
include a series of dummy variables. Inclusion 
of four dummy variables for quality intervals 
0-2.5, 2.5-3.5, 4.5-5.5 and 5.5 and above (3.5- 
4.5 being the control group) revealed that 
centers that operate at the quality range of 4.5- 
5.5 have costs that are 7.5 percent higher than 
the ones that operate in the quality range of 
3.5-4.5, which is associated with an additional 
12 cents per child per hour. 

Therefore these three alternative specifications 
generate a range of 12-16 cents per child per 
hour as the cost of increasing center quality 
from average to good. 

The Effect of Center Attributes 

The coefficient of the profit dummy (w,) is not 
significantly different from zero; neither is the 
coefficient of the dummy for national chains. 
The sum of the PROFIT and NATIONAL 
CHAIN coefficients is not significantly 
different from zero either. This implies that 
there are no efficiency differences between for- 
profit and nonprofit centers. On the other 
hand, the coefficient of SPECREG (w,) is 
0.18, and significantly different from zero. 
This indicates that centers that receive public 
money, either from the state or federal 
government, that is tied to higher standards 
have variable costs that are 19 percent higher 
than their non-publicly owned or operated, or 
publicly supported nonprofit counterparts.' 
The model is also estimated by including the 
profit dummy only (i.e without NATIONAL 
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CHAIN, PUBSUPP, PUBAUSP and 
SPECREG). The profit dummy was not 
significantly different from zero. 

The model reported in Table 12. 1 is re- 
estimated by including interaction terms 
between PROFIT and state dummies. The 
results remained intact, which indicate that 
privately owned for-profit centers and for- 
profit centers that are part of a national chain 
are not distinguishable from non-publicly 
owned or supported nonprofit centers. There 
is no evidence of efficiency differences across 
various types of providers within a given state 
either. However, SPECREG was robustly 
significant in all specifications, possibly 
reflecting expended and costly services in these 
centers. 

Comparison with Previous Research 

Previous research on efficiency differences 
between for-profit and nonprofit centers lacked 
a proxy for center quality. As a result, 
researchers included the ratio of teaching staff 
to FTE children into cost equations as a control 
for quality (Powell & Cosgrove 1992, 
Mukerjee & Witte 1993, Preston 1993). This 
is problematic because the cost function already 
controls for the number of children served. 
Thus, including the ratio of teaching staff to 
children is analogous to adding the labor input 
(teaching staff) as an explanatory variable to 
the cost function. However, by the nature of 
the cost function, the amount of labor used is 
an endogenous variable, and should not be 
included as an independent variable into the 
cost function. Furthermore, even though the 
staff-child ratio is a determinant of center 
process quality, it captures only one dimension 
of center quality. In fact there is evidence 
indicating that various structural quality 
indicators (e.g. staff-child ratio, group size, 
average education, experience and tenure of 
staff, etc.) explain only half of the variation in 
center process quality, and unobservable center 
characteristics are responsible for the 
remainder of the variation in quality across 
centers (Blau 1994; Chapter 13 of this report). 
This implies that staff-child ratio, included as a 
proxy for quality, is measured with error. 
This may yield biased parameter estimates if 



the component of the process quality not 
explained by staff-child ratio is correlated with 
the right-hand side variables of the cost 
equation. 

To investigate the sensitivity of the results to 
this measurement error and specification 
problem, a cost equation similar to the ones 
employed by previous studies is estimated 
(Powell and Cosgrove 1992), including the 
staff-child ratio, group size, center staff 
turnover, average education, experience and 
tenure of staff members, the percent children 
who are infants and age of the center are 
included as proxies for center quality. The 
results are reported in Table 12.2. Although 
the main results remain the same, the 
coefficient of the profit dummy becomes 
negative and significant in agreement with 
previous research. According to Table 12.2, 
for-profit centers have 10% lower costs with 
respect to nonprofits, all else being the same. 
This result underscores the importance of 
controlling center quality carefully. Due to the 
unavailability of data, previous work relied on 
imprecise proxies of center quality, which 
apparently resulted in biased estimates and 
inaccurate representation of production 
technology. 

Volunteers and Directors as a Fixed Input 

The cost functions were also estimated using 
the volunteer hours as a fixed instead of a 
variable input. This involved subtracting the 
variable in kind volunteer donations from total 
variable cost on the left-hand side of the 
equation and then including volunteer hours on 
the right-hand side. This can be justified if 
centers, in their long-range planning, can 
accurately forecast the number of volunteers 
hours to be received, and if they plan their 
operation by taking into account this factor. 
Using volunteer hours as a fixed input of 
production involves additional cross terms 
between volunteer hours, wages and outputs. 
The results (not reported in the interest of 
space) were very similar to the ones reported 
in Table 12. 1 . Similarly, treating directors as a 
fixed input, and subtracting their salaries from 
the total variable cost did not alter the results. 
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Economies of Scope 

Economies of scope exists if there are 
complementarities between groups of outputs, 
and hence it is cheaper to produce them jointly 
than separately . Assume there are two 
categories of output: infant-toddlers, and older 
children. Following Gyimah-Brempong 
(1987), Murray & Wliite (1983), Denny & 
Pinto (1978), economies of scope exist, if 

(5) C(Y„Y,)<{C(Y,.O)+C(0,Y,)}, 

where: Yj stands for the hours of service 
provided for infant-toddlers, and Yj is the 
hours of older children served. 

If the condition in (5) holds, the cost of serving 
infant-toddlers and older children jointly is less 
than the sum of the costs of serving them 
separately. 

In the long-run, a sufficient condition for the 
existence of scope economies between two 
outputs i and j is 

(6) = a^C-i^/a Y.SY, <Q \9i] for ail Y, 

where: C*-" is the long-run cost function. 

Equation (6) indicates that for long-run 
economies of scope to exist between outputs Y, 
and Yj, an increase in Yj should decrease long- 
run marginal cost of Y;. Note that 

(7) c'-Rj=a2c'-''/aYiaYj=c%+c^'*iK(3K7aYp 

where: C^^,i^=d^C^^ldY,dK, C?^ stands for the 
short-run cost function, and K' is the long-run 
equilibrium value of K. 

If K is normal, 3K73Yj >0, and a sufficient 
condition for long-run scope economies is 
C="*|K<0 and CS'',j<0. 

In our context, if ■K^-K,+!iY^<Q this implies that 
C^^j<0 (Vita 1990, Gyimah-Brempong 1987, 
Murray & White 1983). The presence of 
scope economies is tested among infant- 
toddlers, preschoolers and kindergarten-school 
aged children by calculating ■k^-Kj+I^^ for three 



possible combinations. Estimated ir|Tr2+^i2 was 
0.04174 with a standard error of 0.206 ^ This 
means that the 90 % confidence interval is 
(0.008, 0.076), indicating no economies of 
scope between infant-toddlers and preschoolers. 
The 90% confidence interval for ir,Tr3+^,3 is 
(0.011, 0.036), which does not give support to 
the hypothesis of scope economies between 
infant-toddlers and school aged children. 
Similarly, the confidence interval for scope 
economies between preschooler and school 
aged children is (-0.028, 0.020), and does not 
enable us to reject the hypothesis of no 
economies of scope. These results indicate that 
in all cases we failed to reject the hypothesis of 
no economies of scope. Thus, there is no 
evidence indicating that serving various age 
groups jointly is more efficient than serving 
them separately. 

Economies of Scale 

Scale economies (SCE) measures short-run 
economies of scale. It is defined as the 
proportional increase in total variable costs due 
to a proportional increase in all outputs when 
fixed inputs do not change. It is given by 

(8) SCE = l/2(ainC/ainY). 

For our multi-product translog cost function 
depicted in (2) Scale Economies (SCE) is 
defined as 

(8 A) SCE= l/{2,7r,+2,2,^:,Y,+2,2iMkilnPi 
+Sk<^k!nK+2kWnq}. 

When SCE > 1 , there are scale economies 
(i.e. increasing returns to scale). That is, a 
proportional increase in the hours of infant- 
toddlers, preschoolers and school aged children 
brings about a proportionately smaller increase 
in total variable cost. When SCE < 1, there 
are decreasing returns to scale, because an 
increase in the number of children served 
generate- a proportionately larger increase in 
costs. 

When mean-scaled data are used, the last four 
terms in the denominator of equation (8A) are 
equal to zero. Therefore the measure of scale 
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economies reduces to SCE= l/X;.7^^. 
According to the estimated coefficients 
reported in Table 12.1, the calculated measure 
of scale economies is 1.5. Since it is a 
function of the estimated parameters, one can 
calculate its variance, and construct a 
confidence interval. The 90 % confidence 
interval for SCE was 1.35-1.69. This means 
that a 10 percent increase in the hours of 
service provided by an average center brings 
about an increase in the total variable costs by 
6 to 7.4 percent. 

It should be noted that the second order 
(squared) parameters for output variables 
?22. ^33) reported in Table 12.1 are always 
positive. This impliec that as the output levels 
go beyond the average values, the output 
elasticities will tend to increase, thus the SCE 
will decrease. Put differently, the economies 
of scale will not continue indefinitely. This 
means that there are U-shaped short-run 
average cost curves: costs drop as output 
increases up to an optimum level, then they 
increase for higher levels of output. 

Long-mn Scale Economies 

As Vita (1990) outlines, the parameters of the 
estimated variable cost function and the price 
of the fixed input (physical capital) can be used 
to apply the envelope condition to solve for the 
optimal levels of the fixed input, which provide 
the basis for calculation of long-run scale 
economies. In the absence of the price of the 
fixed factor, long run scale economies (LSCE) 
can be calculated as 

(9) LSCE = (l-ainC/ainK)/X(ainC/ainY). 

The long-run scale economies obtained from 
Table 12.1 is 1.22 [(1-0.205) / 
(0.26-1-0.30-1-0.09)]. Calculating the 90% 
confidence interval reveals that a 10% increase 
in total hours of operation is associated with 
8.2 to 8.5% in total variable costs for an 
average center in the long-run. 



Labor-labor Substitution and Wage Elasticities 
of Labor Demand 

The Allen Elasticity of Substitution, 0,^ iy^j, 
measures the effect on relative factor inputs of 
a change in the relative factor prices, holding 
constant output and other factor prices. Two 
factors are called p-complements (p-substitutes), 
if ffij<0 (>0). P-complementarity (p- 
substitubility) implies that the factors are 
complements (substitutes) in production, and an 
exogenous increase in the price of one factor 
brings about a decrease (an increase) in the use 
of the other one. For our translog cost 
fun.;tion , ffjj = {y,j/a;a) +\ i^j. 

The results presented in the first panel of Table 
12.3 indicate that centers can very easily 
substitute workers with 13-15 years of 
education for workers with 16 and more years 
of education. On the other hand, workers with 
less than 12 years of education and the ones 
with 16-1- years of education are complements 
in production. Similarly workers with less 
than 12 years of education and the ones with 
12-15 years of education are also complements. 
These results demonstrate that centers use low 
educated workers in conjunction with other 
workers. 

The second panel of Table 12.3 reports the 
estimated constant-output (short-run) labor 
demand elasticity (tj) for three labor categories. 
It is defined as the percentage change in the 
use of an input as a response to a percentage 
change in its price; i.e j;,=31nX,/31nPi, where 
Xj is the quantity of factor i employed, and Pj 
is its price. It can be shown that 
'/i=(Tii+«.^-«i)/«i. where a-, is the estimated 
share of the ith input in total variable cost. 
The estimated own price elasticity for workers 
with less than 12 years of education is positive, 
which is contradictory to economic theory. 
This result, however, is due to the large second 
order coefficient 7,1. The variance of the 
elasticity is calculated, which is then used to 
test the hypothesis that the elasticity is equal to 
zero. The calculated t-statistic under the null 
hypothesis that the labor demand elasticity for 
workers with education less than 12 years was 
0.53. Thus, we could not reject the hypothesis 
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that labor demand for these workers is 
perfectly inelastic in the short-run. This means 
that in the short-mn the centers would not 
reduce their demand for these workers in the 
face of a wage increase. This is intuitive 
because given that the level of operation is 
constant in the short-run, centers do not have 
any flexibility in terms of reducing the labor 
usage, because of the ratio requirements. For 
a given number of children, centers have to 
employ a minimum number of adults (teachers 
and aides) dictated by state regulations. Thus, 
small increases in the wages paid to low 
educated workers cannot generate a reduction 
in center's demand for these workers as long 
as the increase in the wage rate is not large 
enough to exceed the level paid to those 
workers with higher education. 

The demand elasticity for workers with 13-15 
years of education is -.44, and the one for 
worker with 16-f years of education is -0.33. 
These results demonstrate that centers do not 
have much flexibility in the short-run to adjust 
their labor usage in the presence of wage 
increases. 

CONCLUSION 

► Estimation of short-run cost functions did 
not reveal any statistically significant 
differences between general categories of for- 
profit and nonprofit centers. Furthermore, 
various types of nonprofit (publicly supported, 
publicly operated, etc.) are not distinguishable 
from their for-profit counterparts (whether they 
are independently owned and operated or part 
of a national chain). Nonprofit centers that 
receive public money, either from the state or 
federal government, which is tied to higher 
standards, have total variable costs that are 19 
percent higher than other centers, keeping 



quality of services constant. This result 
indicates that, with the exception of a segment 
of the nonprofit sector, that faces higher 
regulations tied to federal or state money, there 
are no efficiency differences between for-profit 
and nonprofit sectors in terms of producing 
child care services. 

There is evidence of economies of scale in 
production, which means that an expansion in 
the hours served lowers average costs. A 10 
percent increase in the hours of service brings 
about only an 8 percent increase in costs, 
keeping center quality constant. On the other 
hand, there is no evidence of economies of 
scope. Serving various age groups together is 
no more cost efficient than serving them 
separately. 

► Centers easily substitute staff with 16 and 
more years of education for staff with 12-15 
years of education. However, both groups are 
employed as complements to the staff with the 
least education (less than 12 years). 

► Centers have inelastic demand for labor 
services. In the short-run, where the hours of 
child care services is constant, increases in 
wages do not bring about significant reductions 
in employment. 

► Wages and center quality do not interact 
significantly. However, wage increases for the 
least educated workers are more cost efficient 
ill high quality centers, and wage increases for 
highly educated workers are more cost efficient 
in low quality centers. 

► !t is not expensive to increase the quality 
of a typical child care center. It costs between 
12-16 cents per child per horr to increase the 
quality from average to good. 



Endnotes 



I . Note that the percentage impact of SPECREG on total variable cost is exp{w2-'/2Var(w2)}-l, where 
Var(w2) is the variance of (Kennedy 1981). 

2. The variance of TTiTTi-ff 12 is equal to 

7rj-Var(7r|)-i-n-,^Var(7r2)-fVar(f|2)-f2ir,ir2Cov(7r,7r2)-f2ir2Cov(7r,f,2)-f27r,Cov(7r2f|2). 
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Table 12.2 Cost Function with Structural Quality 

Table 12.3 Substitution and Labor Demand Elasticities 



Table 12.1 
Cost Function Regression 



VARIABLE NAME 


PARAMETER 


COEFFICIENT 


STD. ERROR 


t- STATISTIC 


SIGNIF. LEVEL 






12.486 


0.049 


occ coo 


A AAA 


Wage1 




0.221 


0.013 


17.190 


O.CXX) 


wagez 


a. 


0.371 


0.016 


22.700 


O.CXX) 


wageo 


«) 


0.221 


0.014 


15.940 


O.CXX) 


Infant-toddler 


n. 


0.263 


0.029 


8.981 


0.000 


r rescnool 


n_. 


0.298 


0.042 


/.U40 


A AAA 

U.UOU 






0.095 




A 1 


z.oloe-ut3 


Infant * Prsschool 




-0.037 


0.013 




U.UU4 


Infant * SchoolsQS 




-0.002 


0.003 


A ACC 
-0.9DD 


0.339 


Preschool * Schoolage 




-0.032 


0.01 1 


-2.948 


0.003 


iniani-iouuier 


C 

^11 


0 082 


U.UIO 


o.oob 


Q AAAn AQ 

o.uuue-uo 


Preschool^ 


r 

tl2 


0.1 47 


0.033 


/I yICA 
4.'tOU 






r 

t)) 




u.Ul U 


91 A 


A AAI 


Wage 1 


Yii 




U.UOO 




0 7y(*» HA 

z.f 4e-u4 


Wage2^ 






U.UOU 


0 865 


n "ViT 
u.oo / 


Wage3' 


Y)i 


n 1 no 


U.UOfc 


1 QfIA 


U.l/OU 


V V dUc 1 V V a^c^ 


Yij 




u^uoo 


-1 749 


n rwi 


Wanel * Waae3 


Yij 


-0110 


0 038 


•2.91 5 


0.004 


Wage2 ' Wage3 


Yij 


0.083 


0.053 


1 .571 


0.116 


Spacs 


Hi 


0.205 


0.044 


4.687 


9 770e-06 


Spacs^ 


rt 


-0.003 


0,023 


-0.147 


0.883 


Wflnel * Snsce 


f, 

°i 


0 010 


(1 ni 4 

u.u 1 *t 


0.747 


U."t\JiJ 


V V duc^ O ^aUc 




-u.u 1 0 


n ni R 
u.u 1 0 


.n RQft 

"U.030 


U.*r03 


VA/anpT * ^napp 
vvauco o^duc 


" ) 


n ni7 


u.u 1 3 


1 1 OR 


n 9RQ 


\A/anp1 * infant-tnrtHlpr 
vvducl llllal 11 lUUUicl 


Mil 


u.u 1 0 


u.uuo 


riQn 

O.Us7U 


U.^AJ^ 


Wage1 ' Preschool 


Mi: 


-0.01 b 


0.01 1 


-1 .000 


A 1 cc 
U.I DO 


Wage1 * Schoolags 


Ml) 


-U.UU1 


0.004 


-U.I 4D 


0.885 


Wag62 * Infant-toddler 


Mji 


-U.UU/ 


A AAC 


-1 .4UD 


u. 1 wJ 


Wage2 * Pr&school 


ihi 




U.U 1 4 


1 .DO J 


A 1 AO 

U.IUz 


vvagc^ ocnooiags 


M2J 


-U.UU4 


A AAC 

U.uUt) 


A QAO 


U.OD/ 


WanpT • Infant-tnfiHIpr 

VVaUcO llllal 11 lUUUlCl 


M)i 


n nriR 

"U.UUD 






n 17A 

U, 1 / 0 


V vdgco r icbLrnuUi 


Mi; 


n nn7 

-U.UU/ 


A Al 1 

U.U1 1 


n R4^ 


A <^1 Q 


V vdycJO oonuuidgc 


M)j 


U.UUz 


A nr\A 
U.UU4 


A (<7A 
U.*t / U 


A 


opaL>c fllldlll-lUCUIcl 


*l 


u.uu^ 


Ci A1 1 


A 1 71 

U.l / 1 


A AA'^ 
U.OOO 


O^dLrc r icoLrnuul 


rli 


-u.uo/ 


A A'^jd 




A ni 1 


opace ocnooiagc 




U.Ul / 


A Al 1 
U.U1 1 




U.1 zo 


Oi lalitu 
^ Ualiiy 




U.HUU 


n 1 1 9 
u, 1 1 ^ 


0.00*+ 






^7 


u.ouo 


0 91 


1 /I /I /I 


n 14Q 

U, 1 *t» 


WUdlliy O paLrC 


' J 


n nn7 
-u uu/ 


A 1 1 n 

U.l 1 u 


A Af^7 
-U.UO/ 


A OAT 


Oiialitu • Wanpl 


o 


-0 919 


U.UHV 


^ 9?7 


1 fion*»-07 


OiJalltv • Wane2 


o 


0 035 


0 052 


0.677 


0.498 


Qualitv * Wade3 


Q 


0.228 


0.044 


5.192 




Quality * Infsnt-toddlers 


tli 

Tl 


0.011 


0.029 


0.377 


0.706 


Quality * Preschool 


tlj 


0.028 


0.072 


0.386 


0.700 


Quality * Schoolage 


ill 


-0.022 


0.029 


-0.756 


0.450 


Profit 


W, 


-0 041 


0.034 


-1.198 


0.231 


Specreg 


0), 


0 181 


0 064 


2810 


0.005 


Pubsupp 




0.081 


0.051 


1.576 


0.115 


Public Auspice 


(.), 


0 036 


0 061 


0.585 


0.559 


National Chain 




-0 021 


0 052 


-0.407 


0.684 


California 




-0.197 


0.044 


-4.496 


6.940e-06 


Colorado 




-0.130 


0.042 


-3.085 


0.002 


North Carolina 


(.), 


-0 298 


0.046 


-6.426 


0.000 


p LAMBDA1 




0.206 


0.049 


4.196 


2.721 



Table 12.2 
Cost Function with StructLral Quality 



VARIABLE NAME 


PARAMETER 


COEFFICIENT 


STD. ERROR 


t- STATISTIC 


SIGNIF. LEVEL 


Constant 


tt.,. 


12.643 


0.070 


179.539 


0.000 


Wagel 


ff. 


0.173 


0.017 


10.1 10 


0.000 


Wage2 




0.371 


0.020 


18.374 


0.000 


Wages 


"■3 


0.271 


0.018 


15.033 


0.000 


Infant-toddler 


Jt, 


0.315 


0.080 


3.917 


8.976e-05 


Preschool 


Hi 


0.303 


0.079 


3.842 


1.218e-04 


Schoolage 


ji) 


0.010 


0.032 


0.298 


0.766 


Infant * Preschool 




-0.177 


0.075 


-2.348 


0.019 


Infant * Schoolage 




0.030 


0.022 


1.367 


0.172 


Preschool * Schoolage 




-0.066 


0.033 


-1.981 


0.048 


Infant-toddler^ 




0.155 


0.092 


1 .685 


0.092 


Preschool' 




0.171 


0.070 


2.430 


0.015 


Schoolage' 




0.017 


0.020 


0.854 


0.393 


Wage1' 


V 

Til 


0.345 


0.089 


3.894 


9.873e-05 


Wage2' 


T22 


0.216 


0.120 


1.792 


0.073 


Wage3' 


t JJ 


0.137 


0.073 


1 .866 


0.062 


Wage1 ' Wage2 


V.T 

r 12 


-0.229 


0.082 


-2.804 


0.005 


Wage1 • Wage3 


1 1) 


-0.139 


0.057 


-2.432 


0.015 


Wage2 * Wage3 


I ?j 


0.103 


0.076 


1-368 


0.171 


Space 


P, 


0.310 


0.068 


4.560 


5.110e-06 


Space' 


p. 


-0.018 


0.035 


-0.510 


0.610 


Wage1 * Space 


s, 

" 1 


-0.028 


0.023 


-1.223 


0.221 


Wage2 * Space 


*2 


0.021 


0.027 


0.767 


0.443 


Wages ' Space 


6, 


0.014 


0.023 


0.617 


0.537 


Wagel * Infant-toddler 


lilt 
^ It 


0.053 


0.019 


2.853 


0.004 


Wagel * Preschool 




-0.034 


0.021 


-1.649 


0.099 


Wagel * Schoolage 




-4.5O6e-04 


0.008 


-0.058 


0.953 


Wage2 * Infant-toddler 


U.. 


0.004 


0.022 


0.165 


0.869 


Wage2 ' Preschool 


fa 


0.027 


0.024 


1.136 


0.256 


Wage2 * Schoolage 




0.009 


0.009 


1.003 


0.316 


Wage3 ' Infant-toddler 


Pit 


-0.054 


0.019 


-2.847 


0.004 


Wage3 * Preschool 




0.010 


0.021 


0.509 


0.611 


Wage3 * Schoolage 


Mil 


-0.019 


0.009 


-2.032 


0.042 


Space * Infant-toddler 




-0.135 


0 073 


-1.843 


0.065 


Space * Preschool 




0.098 


0.078 


1.263 


0.206 


Space * Schoolage 




0.016 


0,028 


0,567 


0.571 


Staff-Child Ratio 


" 1 


0.013 


0.046 


0.275 


0.783 


Group Size 


(J, 


0.016 


0 052 


0.31 1 


0.755 


Turnover 


U| 


0.014 


0.029 


0.473 


0.636 


Education 


"4 


-0.063 


0.028 


-2.250 


0.024 


Experience 


u, 


-0.030 


0.027 


-1.087 


0.277 


Tenure 


11, 


0,005 


0.040 


0.121 


0.903 


% Infants 


Uj 


-0 216 


0,093 


-2.313 


0.021 


Center Age 


u, 


0.033 


0.031 


1,053 


0.288 


Profit 


fat, 


-0.103 


0.051 


-2.014 


0.044 


Specreg 




0.169 


0.116 


1,454 


0.146 


Pubsupp 


">i 


-0.005 


0.060 


-0,059 


0.953 


Public Auspice 


fai. 


-0.161 


0.103 


-1 ,561 


0.119 


National Cham 


(.., 


-0 095 


0 061 


-1.559 


0.119 


California 


1.1. 


-0 226 


0 071 


-3 194 


0 001 


Colorado 


<■>, 


-0.213 


0 061 


-3.497 


4.70e-04 


North Carolina 


'•». 


-0.383 


0.072 


-5 351 


9.000e-06 


LAMBDAI 


). 


0.335 


0.117 


2 SfO? 


0.004 



Table 12.3 

Substitution and Labor Demand Elasticities 



Elasticities of substitution between inputs. Oij = (Yij/aiaj)+ 1 
(o-, >0 -/J substitutes) 




Sunbstitution 
Elasticity 


Workers with education < 12 years (1) & 
Workers with education 13-15 years (2) 


-0.12 


Workers with education < 12 years (1) & 
Workers with education 16+ years (3) 


-1.26 


Workers with education 13-15 years (2) & 
Workers with education 16+ years (3) 


2.02 






Constant output labor demajid elasticities 






Workers with education < 12 years (1) 


0.13 


Workers with etiucation 13-15 years (2) 


-0.44 


Workers with education 16+ years (3) 


-0.33 







Chapter 13 

Models of Quality 
in Early Childhood 
Care and Education 

by H. NACI MOCAN, MARGARET 
BURCHINAL, JOHN R. MORRIS, & 
SUZANNE W. HELBURN 



INTRODUCTION 

Child care quality has been a matter of some 
interest for generations, and has been studied 
statistically for the last 20 years. Most of 
these studies have focused on a single or small 
number of variables to explain quality. Few 
previous studies have examined factors 
simultaneously to determine w-.xh struclural 
factors provide the strongest independent 
prediction of process quality. Factors that have 
related to the quality of care received by 
children in child care include state, profit 
sector, teaching staff characteristics, and 
selected aspects of the classroom and center 
structure. State and sector differences in 
quality have emerged in analysis of the 
National Child Car, Staffing Study (Whitebook 
ct al, 1989) and a more recent multi-site study 
(Phillips, et al.). Centers in states with more 
stringent child care regulations have been 
shown to have higher quality than "enters in 
states v/ith less stringent regulations in these 
two large-scale studies (Phillips, Howes, & 
Whitebook, 1992; Phillips ct al., in press). 



Teaching staff characteristics have been good 
P'-edictors of child care quality and child 
outcomes. Teachers with more formal 
education, on average, provide higher quality 
care (Hayes et al., 1990; Whitebook et al, 
1989) and have children with higher levels of 
social competence (Clarke-Stewart & Gruber, 
1?>84). Amount of specialized training in 
early childhood development has been related 
to better child care (Ruopp et al., 1979) and 
children's social and academic development 
(Howes & Oionick, 1986; Whitebook et al, 
1989). Amount of child care experience has 
been shown to be negatively related to 
classroom quality and child outcomes (Dunn, 
1993). Teaching staff wages have been shown 
to be one of the most salient predictors of child 
care quality in two large scale studies 
(Whitebook et al, 1989; Phillips et al. in 
press). Phillips and her colleagues found that 
the teaching staff wage was a highly significant 
predictor, even after adjusting for 
characteristics such as education and 
experience that wages are assumed to purchase. 

Classroom characteristics also have proven to 
be good predictors of child care quality. That 
classrooms with better staff to child ratios tend 
to provide better care has been demonstrated 
across a number of studies (cf. Doherty, 1991; 
Hayes et al, 1990; Wliitebook et al, 1989). 
There is some evidence that smaller group 
sizes are also related to better quality (Ruopp 
et al., 1979). The amount of space per child 
and the quality of the space in the center has 
been suggested as another factor that defines 
good process quality (Doherty, 1991). 

Center characteristics have been weakly linked 
to the classroom process quality. Centers with 
larger enrollments have been shown to provide 
poorer quality care (cf. Doheny, 1991). There 
is some evidence that centers that are willing to 
provide infant or toddler care tend to provide 
lower quality care (Doherty, 1991). 
The relation between the center administrator ' s 
characteristics or administrative effectiveness 
has not been widely examined. While it is 
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clear that administrators can have a major 
impact on the quality of care in schools, the 
child care literature has not examined this 
aspect of child care centers in much detail 
(Culkin, 1994). 

In summary , much is known about the relations 
betv^een some individual aspects of structural 
measures of quality and the quality of the child 
care classroom, but few previous studies have 
examined all of these structural characteristics 
jointly. Only such analyses can help identify 
which characteristics most strongly and 
independently relate to classroom quality. 
Accordingly, this chapter reports analyses 
which identify the characteristics or variables 
that are most predictive of child care quality 
when a large number of these factors are 
included in the analysis. It also reports 
econometric results which carries the analysis 
one step further by predicting the magnitude of 
change in quality created by given changes in 
the explanatory variables. Because of the cross 
disciplinary nature of this research and our 
interest in honoring the different research 
traditions represented in the research, parallel 
analyses were carried out, with somewhat 
different results. The conclusion to this 
chapter will compare the two analyses. 

Methodology 

The style of estimating the model is different in 
econo-Tiics than in psychology as the goals of 
model building are somewhat different. The 
psychologists seek to test a statistical 
hypothesis, holding as closely as possible to the 
standard theoretical assumptions of statistics. 
Their analysis of observed data is formally 
noncausal as it doesn't involve the experimental 
design believed necessary to control for 
confounding variables. Therefore, 
interpretation is limited to what variables are 
y.gnificantly associated with the dependent 
variable. They limit the number of regression 
runs to minimize type one error. Hierarchical 
procedures are often used to examine multiple 
sets of predictors, with these sets entered in a 
theoretically determined order (in this case, 
proximity to the child). If a variable is a 
significant predictor w* ;n entered, but 
becomes insignificant after others are added to 

280 

ERIC 



J J. J 



the model, then the difference is noted and 
interpreted. 

Economists are more concerned about 
causality, because they are interested in using 
the estimated model for prediction. They start 
with a theoretical model that postulates a causal 
relationship between the dependeni variable and 
the independent variables. The test is to find 
out if the data are consistent with that model. 
As such, bias due to omitted variables becomes 
a paramount consideration (Greene, 1990). If 
a relevant variable is omitted, then any variable 
in the model that is correlated with the missing 
variable will have a biased estimated effect. If 
an irrelevant variable is included, it will have a 
nonsignificant coefficient and will not matter. 
Therefore, the economist will risk including 
too many variables rather than too few. 
Multicollinearityis dealt with by running joint 
tests of significance and identifying the cluster 
of variables that is significant even if the single 
variables are not. The resulting unbiased 
coefficients from a properly specified 
econometric model can be used to predict the 
effect on quality of changing any of the 
independc. . variables. Often this is done 
through the estimation of elasticities. 

Both disciplines will use quadratic or other 
nonlinear forms when theory justifies doing so, 
and providing the estimation procedure 
validates that form. 

This chapter attempts not to argue for one 
methodology over another, but to see how the 
two methodologies differ in their result and 
how the two confirm each other. 

HIERARCHICAL KSGRESSION AND 
DISCRIMINANT ANALYSIS 

Method 

This section describes an hierarchical 
regression and a discriminant analysis 
uni ertaken to identify important variables 
explaining quality in ECE centers. 

Measures 

The Dependent Variable. Process Quality. In 
CQ&O STUDY TECHNICAL REPORT 



all analyses described in this chapter quality of 
care was represented by the center-level 
process quality index, a weighted mean of the 
ECERS or ITERS total score, the Caregivers 
Interaction Scale (CIS) total score, and the 
proportion of the time that the teacher was 
responsive to the children during observation 
(see Chapter 6 for more detail regarding the 
construction of the quality index). The quality 
was examined in two ways, as a continuous 
measure that represented the spectrum of care, 
and as a categorical measure. Quality was 
treated as a continuum in regression analyses 
designed to identify the magnitude of 
association of various measures of structural 
quality with process quality. In contrast, 
quality of care was categorized into poor, 
mediocre, and good quality in a discriminant 
analysis designed to determine which structural 
characteristics most successfully distinguish 
among poor, mediocre, and good quality 
centers. 

The Explanatory Variables . Structural 
characteristics that may affect quality were 
selected based on either previous work or on 
developmental or economic theory. The two 
regression analyses included seven sets of 
predictor variables. As much as possible, the 
same variables were included in both the 
hierarchical regression and econometric 
analyses. Listed below are the measures used 
in the hierarchical regression analysis in the 
order and in the clusters in which they were 
introduced in the analysis. Differences in 
approach taken in the econometric analysis will 
be described in that section of this chapter. 
The discriminant analysis included an 
additional set of predictors, the eighth cluster 
of variables listed below. 

1 . State and Profit . All regressions included 
the factors used to select the sample - state and 
profit sector. As described in Chapter 3, the 
states varied markedly in terms of the child 
care licencing standards. The analysis also 
included an interaction term between state and 
sector. 

2 . Teacher Characteristics . "Human capital" 
or teacher background and experience factors 
examined included measures of education, 
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early childhood training, age, experience, 
tenure, and ethnicity. Teacher education was 
represented by the proportion of the teaching 
staff with a baccalaureate degree. Early 
childhood training was represented by the 
proportion of the teaching staff with at least a 
CDA. Teacher background variables included 
the average age, years of experience, and 
tenure at that center of a center's teaching 
staff, weighted by the hours worked by each 
employee (i.e., a full-time employee was given 
more weight in computing these averages than 
the part -time employee). Lastly, the ethnicity 
of the staff was represented by the proportion 
of staff who were not white/non-Hispanic. 

3. Wages of Teaching Staff . The mean wage 
of teaching staff, weighted by hours employed 
for each staff member, was included. Wages 
were adjusted for cost-of-living differences 
among the four sites. 

4. Classroom Structure . Five classroom 
structural measures of quality were selected: 
the weighted mean adult-child ratio during 
midmoming inside activities for the two classes 
observed in the center (weighted by percent of 
center enrollment in the age group), the 
weighted mean midmoming group size for the 
two classes, the square feet of inside space per 
child, the observer's rating of the quality of 
that space, and hours of volunteer service per 
PTE child. 

5. Center Structure . Measures of center 
structure included the total number of FTE 
children enrolled in the center, a measure of 
program scope equal to the number of different 
types of programs provided by the center, the 
proportion of the total enrollment made up of 
either infants or toddlers, the proportion of 
FTE children who received a subsidy to attend 
child care, whether the center provided before 
or after school care to school-age children, and 
the center's age, hours of operation, and 
turnover rate for teachers. 

6. Administrator Characteristics . The 
administrator's background and effectiveness 
was measured with a total of eight variables. 
Background variables included the 
administrator's years of education, age, prior 
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experience, and tenure in the current job. The 
administrator's effectiveness was assessed by 
teacher ratings of center organization, the 
administrator's participation in the ECE 
professional community, the administrator's 
involvement in curriculum planning, and 
her/his paiticipation in community service. 
Failure of some teachers to return the teacher 
questionnaire produced missing assessments of 
the administrator's effectiveness in a few 
centers. 

7. Auspice and Public Support . For- and 
nonprofit subsectors and public involvement in 
the center were compared. These included 
subdividing the for-profit and nonprofit centers 
into six categories: independent for-profit, local 
system, national system, independent nonprofit, 
church-affiliated, and public center. Also 
included were categorical variables identifying 
whether or not the center received public 
support amounting to at least 50 % of its budget 
in the form of fees or other subsidies and 
whether public support required the center to 
meet additional standards beyond those 
required of other centers in the state. 

8. Costs and Fees. A final set of structural 
variables was included in the discriminant 
analysis but not in the hierarchical analysis. 
They included total labor costs per child hour, 
total costs per child hour, average hourly 
preschool fees, and maximum monthly 
preschool fees. These costs and fees were 
adjusted for cost-of-living differences among 
the four sites. 

In the discriminant analysis, variables were 
also added to identify whether or not the center 
was a worksite center, whether it was 
accredited, and to include the wage rate of the 
administrator. The discriminant analysis 
omitted teacher age, experience, tenure, 
percent minority staff, center space quality, 
program scope, and the administrator 
effectiveness variables related to organization 
and involvement with the ECE community. 

Allrition 

Included in the analysis were the data 
describing 352 centers, omitting data from 44 



centers that were missing at least one of the 
variables described above. Before conducting 
the analyses relating structural measures to the 
quality of child care, tests were made to 
determine whether the subsample of centers 
with incomplete data differed substantively 
from the centers with complete data. The 
means on the 28 process and structural quality 
measures included in the regression analyses 
were compared for centers with and without 
complete data. Modest differences on only two 
of these variables emerged. Centers with and 
without complete data differed modestly on the 
total enrollment (t(397=2.3), q= .02). Centers 
with complete data {M=70, sd=48) were 
slightly larger than centers with incomplete 
data (M=53, sd=31). Similarly, on the 
proportion of subsidized children at the center 
(t(397 =2.9), E=-003), centers with complete 
data (M = .21, sd = .30) had proportionately 
fewer subsidized children than centers with 
incomplete data {M = .36, sd = .41). The 
relatively small proportion of significant 
differences indicate that analysis of the subset 
of centers with complete data is not likely to 
result in major bias. 

Analysis Plan 

The analysis plan involved three sets of 
analyses. The first analysis was descriptive. 
The zero-order correlation among the process 
and structural quality measures were examined 
to identify the structural measures most highly 
correlated with process quality and to identify 
highly correlated explanatory measures. 

The second analysis was inferential, 
performing hierarchical regressions in which 
process quality was regressed onto the first 
seven sets or "chunks" of structural variables. 
Hierarchical regression involves fitting a series 
of regression models to data such that 
successive chunks of variables are added to the 
analysis model in a specified order. This 
approach describes the association between 
process quality and each set of predictors, 
conditional on adjusting for the variables 
already in the model. Regression coefficients 
for individual variables within a chunk are 
examined only if the entire chunk of variables 
significantly contributes to the regression 
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model (i.e., only if the increase in for that 
set of variables is significantly greater than 
zero). Tills analytic model allowed the 
examination the model displayed in Figure 2. 1 
by first including characteristics that are 
thought to be most directly related to classroom 
quality and then successively looking at 
characteristics more removed from the 
classroom. 

In this hierarchical regression the seven sets of 
regression models were fit to the data. The 
first model included the first set of variables, 
state and profit status. The second included 
the first two sets of variables, state, profit, and 
the teacher' s background variables. Each 
successive regression involved adding another 
chunk of variables to the model. In 
preliminary analyses, linear and quadratic 
terms • 'ere included for all of the teaching staff 
characteristics, teaching staff wage, and 
classroom structure variables to identify 
nonlinear associations. All nonsignificant 
quadratic terms were omitted from the final 
analysis. 

The third analysis was also regarded as 
inferential. A discriminant analysis was 
performed to identify the structural 
characteristics that discriminate among poor-, 
mediocre-, and good-quality centers. This 
analysis compared the mean scores of poor-, 
mediocre-, and good-quality centers in 
multivariate analyses to determine the extent to 
which each of the selected structural 
characteristics jointly and individually 
discriminated among centers with the three 
levels of quality. 

Results 

Correlaiions 

Process and structural measures . Pearson 
product-moment correlations between the 
quality process index and each of the 
continuous measures of structural 
characteristics arc reported in Table 13.1 for 
the entire sample and separately for nonprofit 
and for-profit centers. Most of the selected 
structural variables showed modest, but 
significant, simple correlations with process 



quality for the entire sample and within sector. 
The strongest correlates were teaching staff 
wage, teacher education, teacher early 
childhood training, and labor costs. 

Correlations among structural measures . 
Intercorrelations among the structural measures 
were examined to ensure that interpretation of 
the subsequent regression analyses would not 
be confounded by the inclusion of highly 
correlated independent variables. These 
analyses (not tabled) indicated that caution was 
needed when building regression models 
involving teacher education and training, 
teacher background and wages, and 
administrator's education and other 
background. 

As previously reported in other studies such as 
the NCCSS (cf. Doheily, 1991), measures of 
teaching staff education and early childhood 
training were highly intercorrelated. The 
lowest and highest measures of education and 
training were almost redundant. The 
proportion of teachers with a high school 
education or less was highly related, 
negatively, to the proportion having a CDA or 
better (r=-.87). The proportion of teachers 
with college degrees also was highly related to 
the proportion with college degrees related to 
early childhood (r=.84). It was also not 
surprising that the correlations among the three 
education variables and the three early 
childhood training variables was very high (.41 
<= |r] <=.81). It appears that we can not 
distinguish between the relative importance of 
formal education in general and early 
childhood training specifically. Accordingly, 
we selected to include the proportion of staff 
with at least a BA/BS as the measure of 
teacher education, and the proportion of 
teaching staff with at least a CDA (r=-.34) as 
the measure of early childhood training with 
the understanding that these are not fully 
separable constructs with these data. 

The average teaching staff wage was 
moderately correlated with teaching staff 
education and experience. Teaching staff wage 
correlated with proportion of staff with high 
school or less education (r=-.43), with BA/BS 
(r=.36), with a CDA or better (r=.38), with a 
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AA degree in early childhood or better 
(r=.44), and with a BA/BS degree in early 
childhood or related fields (r = .39). In 
addition, wage was correlated with teaching 
staff tenure (r = .46) at that center and with 
experience in general (r=.24). Both teaching 
staff characteristics and wages were included in 
the regression analyses despite these 
correlations to address questions about whether 
teacher wages contribute to quality beyond the 
extent to which they allow the center to hire 
better educated individuals to teach. 

The administrator's characteristics also tended 
to be intercorrelated. Age correlated with 
tenure (r=.51) and experience (r=.36). 
Center age was moderately correlated with the 
administrator's tenure (r=.43). Two aspects 
of the teachers' ratings of administrator 
effectiveness were highly correlated, the 
administrator's participation in the ECE 
professional community and his/her 
participation in community service (r=.59). 
All of the listed director characteristics were 
included in analyses despite these correlations 
because previously the administrator's 
qualifications and management style had not 
been examined extensively with respect to child 
care quality. 

Hierarchical Regression Analysis 

A hierarchical regression analysis was 
performed in which each chunk of variables 
was added successively. Results of these 
analyses are reported in Table 13.2 by listing 
the overall fit and standardized regression 
coefficients for each of these models. 
Interpretation of the results reported in Table 
13.2 involves first determining whether each 
chunk of variables significantly added to the 
regression model when they were entered 
hierarchically and then, if they did, 
determining which individual variables were 
significantly associated with child care quality. 

The results of the hierarchical regression 
analysis indicate that state and auspice, 
teaching staff education and ECE average 
teaching staff wage, adult-child ratios, and the 
experience of the administrator all 
independently contribute a child care center's 



process quality. In order of entry to the 
model, the hierarchical regression indicated 
that: (1) state and sector are significantly 
related to child care quality, with for-profit 
centers in North Carolina providing 
substantially poorer care than other centers 
when only state and sector were considered; 
(2) teaching staff background characteristics 
also contributed significantly, with teacher 
education being the teacher background 
variable most strongly related to child care 
quality and the proportion of the staff who 
were minority having a modest negative 
association with child care quality; (3) teaching 
staff wage contributed significantly to 
predicting quality, even when teacher 
background variables, state, and sector were 
considered; (4) classroom characteristics 
provided significant prediction when added at 
this level, with adult-child ratios substantively 
related to quality after adjusting for the 
previously entered chunks of variables; (5) 
center structure variables did not reliably 
contribute beyond the previously entered 
chunks; (6) administrator characteristics added 
marginally, with administrator experience and 
curriculum involvement being the most 
important predictors; and 7) auspice affected 
quality substantially, even adjusting for all the 
previous chunks of variables, with church- 
affiliated centers providing significantly lower 
quality care after adjusting for these structural 
measures of quality. In contrast, examination 
of the final model shown in the last column of 
Table 13.2 indicates that adult-child ratios, 
teaching staff wages, the administrator's 
tenure, experience, curriculum involvement, 
and center auspice all independently predict 
child care quality when all structural variables 
are included in the analysis. 

A follow-up analysis was performed to test 
whether the relations between these structural 
variables differed for for-profit and nonprofit 
centers. A model that included interactions 
between profit status and each of these 
structural variables was fit to the data. This 
analysis did not indicate that there were 
substantial interactions related to c ither state or 
profit status that were ignored in the 
hierarchical regression analysis described in 
Table 13.2. Neither the overall test of whether 
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these interaction terms collectively added to the 
prediction of process quality 
(F(27,314) = .88,p>. 10) nor tests of the 
individual interactions terms provided 
convincing evidence of different patterns of 
associations by sector. Only one interaction 
term, Profit x Center Age, was significantly 
different from zero (F(l,314)=5.89,p = .016), 
with center age showing a positive relation 
with quality for nonprofit centers and a 
negative relation for for-profit centers. It is 
very likely that at least one significant 
interaction term could be expected in this many 
tests. Accordingly, these results do not suggest 
that there are different patterns of association 
between structural and process quality for 
nonprofit and for-profit centers. 

Overall, the number of children per adult and 
teaching staff wages were the most significant 
factors in predicting classroom quality 
identified in these analyses, with higher quality 
observed in classes with fewer children per 
adult. The second most significant factor in 
predicting quality was the mean teaching staff 
wage. Centers offering higher wages tended to 
provide better quality care. This association 
between teaching staff wage and classroom 
quality was obtained despite controlling for 
traditional measures of teaching qualifications 
such as education, special training, and 
experience. The teaching staff's education also 
was positively related to child care quality, 
with higher quality centers having a higher 
proportion of their staff with at least a 
baccalaureate degree. However, this finding 
was obtained prior to considering wage, but 
not when wage was jointly considered. That 
is, these findings suggest that association 
between child care quality and teaching staff 
wages is not solely due to wages purchasing 
staff characteristics such as education as would 
be predicted under economic theory. It is 
likely that wages represent other unmeasured 
characteristics of the teaching staff and the 
centers, especially in this low-wage field. 

Child care quality was also modestly related to 
the administrator' s years of prior experience in 
child care and administrative effectiveness. 
Administrators with more prior experience in 
child care or at the center in particular, and 



who were more involved in curriculum 
planning tended to direct higher quality centers. 
The administrator characteristics as a set were 
only marginally associated with child care 
quality when they entered the hierarchical 
regression, but several factors provided 
independent prediction when the entire model 
was fit to the data. Thus, these findings need 
to be interpreted cautiously, but provide 
interesting evidence suggesting that directors 
have an impact on classroom quality. 

Quality was also related to several other 
factors. Quality was significantly lower among 
certain subgroups of centers. The for-profit 
centers in the least regulated state, North 
Carolina, had substantially lower quality, even 
after adjusting for the human capital, classroom 
structure, center structure, and administrator's 
characteristics. Similarly, lower quality was 
observed among church-affiliated centers than 
among independent nonprofit or centers in 
national systems, even after adjusting for all 
other predictors. These findings suggest that 
the differences in the selected characteristics of 
the staff, classroom, center, and director do 
not fully account for differences in quality 
between for-profit and nonprofit centers in 
North Carolina (see Chapter 6 for mean 
comparisons) and between church centers and 
other nonprofit centers (see Chapter 1 1 for 
mean comparisons). That is, even after 
adjusting for the poorer adult-child ratios, 
educational level of teachers, and other 
differences, the church-affiliated centers and 
for-profit centers in North Carolina still are 
deemed to be of poorer quality. 

These analyses suggested that there is some 
nonlinearity in the conditional relations 
between some of the more significant 
predictors and child care quality. These 
nonlinear relationships suggest that bigger 
increases in quality are associated with 
improving ratios or wages if the ratios or 
wages were initially low than if they were 
initially high. That is, the difference in quality 
is expected to be greater when centers with low 
and average wages are compared than when 
centers wilh average and high wages are 
compared. 
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Discriminant Analysis 

A discriminant analysis was performed to 
identify the factors that are most able to 
distinguish successfully among centers offering 
poor, mediocre, or good quality child care. 
Quality was categorized as "poor quality" if the 
center ' s mean ECERS/ITERS scores or the 
classroom quality index scores scaled to the 
ECERS was below 3, as "good quality" if 
either score was 5 or higher, and as 
"mediocre" otherwise. A discriminant analysis 
compja-ed the mean scores for poor, mediocre, 
and good quality centers on the selected subset 
of the factors representing teacher background 
and experience, classroom structure, center 
structure, and administrator background and 
effectivenes.";, and costs and fees (see Table 
13.3 for a listing of these variables, the groups 
means, the discriminant weight, and a 
comparison of group means). 

The discriminant analysis was able to classify 
67% of the centers into their correct quality 
classification based on the selected teacher, 
classroom, center, cost, and administrator 
factors. This was much better than would have 
occurred by chance (F(68,544)=2.6, 
p< .0001). These factors together were 
especially good at identifying low quality 
centers, with 80% of low quality centers 
correctly classified. They were only 
moderately successful at identifying mediocre 
(64%) and good (58%) quality centers. The 
incorrectly classified mediocre centers were 
about equally likely to be classified as good 
quality (19%) as they were poor quality (17%) 
centers. Few of the good quality centers were 
incorrectly classified as low quality (9%) and 
almost none of the low quality centers were 
incorrectly classified as good quality centers 
(2%). These results suggest that the selected 
structural quality measures are very good at 
predicting whether a center provides low 
quality care and only moderately helpful in 
discriminating between mediocre and good 
quality care. 

The discriminant analysis also indicated the 
degree to which each factor contributed to 
discriminating among the low, mediocre, and 
good quality centers (F(68, 544)=2.6, 



p<.0001). The discriminant weights, 
reflecting the relative importance of each 
variable factor, are listed in Table 13.3. The 
most discriminating factors tended to the 
teacher characteristics (including wage) and 
cost factors. Significantly, the most 
discriminating factors listed in order of their 
relative contribution included teacher wage 
(weight=.67), teacher education (.53), labor 
costs (.48), hourly preschool fee (.46), and 
maximum monthly preschool fee (.44), teacher 
ECE training (.44), whether the center was 
publicly run (.42), hours of operation (-.41), 
and total cost per child hour (.40). 

Individual univariate comparisons of the 3 
quality groups were also performed on each 
vaiiable. Listed in Table 13.3 for the 
continuous variables are the group means and 
standard deviations, the weights, the ANOVA 
that compared tliese means, and contrasts. 
Listed for the categorical variables are the 
quality group proportions and standard 
deviations, a chi-square test that compared 
these proportions, and contrasts. These 
univariate comparisons indicate that the most 
discrin.inating factors showed the anticipated 
trends with low quality centers having the least 
desirable values, mediocre centers having 
better values, and good quality centers having 
the highest values on most of these variables. 
That is, the labor costs, preschool fees, the 
director's education, and the teaching staff 
wages, education, turnover, and training were 
highest among good quality centers, lower 
among mediocre quality centers, and lowest 
among poor quality centers. The hours of 
operation were longer among poor and 
mediocre centers than among good quality 
centers. The proportion of public centers was 
lower among poor quality centers than among 
mediocre or good quality centers. 

In contrast, it is interesting to note that some 
variables that correlated with quality did not 
discriminate among these three quality groups. 
These include auspice factors such as local 
chain, national chain, and church-affiliated. 
This provides further support that there are 
very good as well as very poor quality centers 
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in each auspice - that these three types of 
centers can provide the full spectrum of quality 
of care. 

Conclusions From Hierarchical 
Regressions and Discriminant Analysis 

These three analyses provide consistent support 
that adult-child ratios, the teacher's education 
and wages are related to quality. The 
regression analysis indicated that the adult-child 
ratio is the single most important factor in 
determining child care quality, whereas the 
discriminant analysis suggested that teaching 
staff wage is the single most discriminating 
factor. These analyses also provide some 
limited, but intriguing evidence that 
characteristics of the administrator influence 
child care quality. 

Most of these findings are consistent with the 
previous child care literature. The ratio of ihe 
number of adults and children in the classroom 
has been shown to be a strong predictor of 
classroom quality in previous studies (cf. 
Hayes et al., 1990). This study affirms the 
importance of this factor in determining quality 
child care. Similarly, as in many previous 
studies (cf. Doherty, 1991) all three sets of 
analyses in this study indicated that the 
education and training of the teaching staff are 
related to the classroom quality. Centers with 
teaching staff with more education and training 
were much more likely to i rovide children 
with higher quality care. 

This study suggests that the center's 
administrator, as well as teachers, influences 
classroom quality. The regression analysis 
indicated that centers with more experienced 
administrators and administrators who were 
more involved in curriculum planning tended to 
provide higher quality care. The discriminant 
analysis indicated that the administrator's 
education level was highest among good-quality 
centers, lower among mediocre-quality centers, 
and lowest among poor quality centers. This is 
not surprising given the precarious financial 
.-iituation of many centers and the multitude of 
roles that child care center administrators are 
expected to play. 



Finally, this study provides further evidence 
that child care centers that provide their 
teaching staff with higher wages also provide 
their children with higher quality care. These 
results are consistent with the two previous 
studies that included teaching staff wages as a 
predictor of child care quality (Phillips et al, in 
press; Whitebook et al., 1989). The consistent 
association between teaching staff wages and 
process quality in correlational, regression, and 
discriminant analyses suggest that wages index 
other factors that are not measured by teaching 
staff training, education, experience or by the 
center and classroom structure. This is not 
surprising given the very low wages of the 
child care workers in this study and previous 
studies. These omitted factors may include the 
degree of commitment by the administrator to 
the staff and the general morale of the staff. It 
is possible that morale is depressed if teaching 
staff are paid wages close to minimum wage 
and can barely afford minimal living expenses. 
Centers that offer above market wage rates, 
especially to their most able teachers, are 
displaying a commitment to their staff and are 
able to hire the better staff away from other 
centers. It is likely that staff will respond 
positively in their work in a setting where they 
feel valued and if they feel that they are 
making a wage that permits them a decent 
living. In addition, it has been demonf^trated 
that women living in poverty are likely to be 
psychologically depressed by their poverty and 
unable to interact with their own children in a 
responsive or stimulating manner (Mcla)yd, 
1990; 1994). When we have caregivers living 
in low-income families we might expect the 
same psychological distress to interfere with 
their capacity to provide good care. This is 
especially true when child care teachers do not 
have the same level of emotional attachment to 
the child as do parents. Finally, it is likely 
that good-quality centers selectively recruit 
good teachers from other centers by offering 
them a higher salary than they would typically 
receive given their education, training, age, 
and experience. 

These findings and the findings from previous 
large-scale studies suggest that to increase the 
quality of child care, centers should increase 
the wages of their competent teachers along 



CHAPTER 13 ^ . 287 

o 3 13 /J 



ERIC 



with increasing adult-child ratios and hiring 
better educated and trained staff, 

ECONOMETRIC MODEL 

Description of the Model 

The econometric mode), is similar to the 
hierarchical regression model, but starts from a 
different disciplinary perspective. The model 
is based on the production function for center 
quality. The approach is to estimate the effects 
of all relevant variables simultaneously and 
then to test for effects of intercorrelation 
among the independent variables. The model 
seeks to explain overall center-level process 
quality in the 400 centers of our study. The 
center-level quality index was the same as that 
used in the hierarchical regression - the 
average of room-level quality indices, weighted 
by the percentage of FTE children who were 
infants/toddlers and the percent who were 
preschoolers. 

The final model was based on earlier 
estimations experimenting with linear and 
quadratic specifications, and with alternative 
measures of some of the variables. It was 
estimated using the entire sample and then 
separately using for-profit and nonprofit 
subsamples. The all-center test provided 
results similar to those found in the hierarchical 
analysis presented above. The results for 
nonprofit and for-profit sectors provide a 
clearer picture of the two sectors, suggesting 
similarities and some differences in the 
determinants of quality. Table 13.4 
summarizes results of the three estimations . 

The moucl postulates that center quality 
depends on the quantity and quality of each of 
the inputs into ECE and on the skill with which 
they are assembled into a working center 
(which depends on the quality of the 
administrator). Hence variables are needed to 
describe the teaching staff, the physical plant, 
and the administrators. Quality also depends 
on the clientele with whom the center is 
working, hence the characteristics of the 
children are relevant. The location and 
ownership structure of the center may relate to 
the production of quality from a given set of 



inputs (staff, administrators and plant) if state 
regulations matter and if for-profit and 
nonprofit centers have different objective 
functions. Economies of scale and scope may 
affect quality as well as cost, suggesting the 
inclusion of an enrollment size variable and 
variables for the scope of programs offered and 
the mix of age groups in the center. 

Despite the different origins of the econometric 
and hierarchical regressions, the resulting 
models showed substantial overlap. TTie 
variables in the econometric model included all 
of the variables in the hierarchical model 
except for (1) space quality, (2) the local for- 
profit chain dummy, and (3) some auspice by 
state interactions. It also included the 
following additional variables omitted from the 
hierarchical regressions: (1) percent of FTE 
enrollment who were minority children, (2) the 
percent who were preschool, and (3) center 
training cost per FTE staff. Finally, the 
econometric model treated two categories of 
variables differently: staff wages and program 
scope. The model is described below. 

inputs . Inputs to child care included teaching 
staff characteristics, staff wage rates (as a 
proxy for unobserved staff quality), training 
costs per FTE staff, square feet per child, 
volunteer hours per FTE child, classroom 
structure (staffing ratios and group size), and 
administrator characteristics. Stability of the 
staff was also included in this group of 
variables as measured by the annual turnover 
rate of the lead persons in the classroom 
(teachers plus teacher-directors). Quality of 
center space was ultimately omitted from the 
analysis because it was not significant in any of 
the specifications. Staffing ratio and group 
size were specified in quadratic form, all other 
variables in linear form. 

The wage rates were differentiated by three 
educational background levels: staff with high 
school or less education; staff with some 
college background; those with at least a 
bachelor's degree. Each of those rates was the 
weighted (by hours worked) average hourly 
rate for staff members with the relevant 
educational background. By using three wage 
rates instead of the overall mean wage rate, the 
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wage rate variables avoided confusing the 
effects of hiring better educated staff with those 
of paying for the noneducationally determined 
skills of the staff. However, the effects of 
collinearity of the three wage rate variables had 
to be taken into account in the interpretation of 
results. 

Variables Describing Clientele . Having more 
poor, at-risk, or minority children may affect 
quality, holding all other inputs constant. Four 
variables tested for tliis effect: percent of 
children subsidized, percent of children from 
minority groups, percent of staff from minority 
groups, md presence of a bilingual program. 
The presence of a bilingual program appeared 
to measure English as a second language rather 
than enrichment for native speakers of English. 
All four variables were moderately correlated 
with each other and must, therefore be 
interpreted jointly, 

Location and Ownership : To control for 
different state economic and regulatory 
environments, dummy (categorical 1,0) 
variables were included for the states of 
California, Colorado and Connecticut, and 
interaction dummies for profit sector and state. 
Other variables were included for auspices - 
church affiliated, public ownership, national 
system. Identification of quality differences 
related to a particular group thus requires 
combining these dummy variables to identify 
that group. 

After the model was developed for the entire 
sample, it was run separately for for-profit and 
nonprofit centers to test for differences by 
profit status in the production of quality. As 
noted in Chapter 2, economists hypothesize 
that nonprofit and for-profit firms in a mixed 
industry may have different goals which may 
induce them to produce quality with a different 
technology. These differences, if they exist, 
might show up in different quality production 
functions. 

Center Scale and Scope : The model included 
hours open per day, PTE enrollment, percent 
infant/toddlers, percent preschool-aged children 
(the remainder were school aged). It also 
included dummy variables identifying those 



centers which offered specific types of 
programs: part-day ECE, head start, part-day 
extended (supplementing another part-day 
program), public school sponsored programs, 
before- and after-school care, summer camp, 
evening care, weekend care, sick-child care. 
Separate variables were used for each program 
type because the programs were not necessarily 
related to each other. From an economics 
perspective the efficiencies of economies of 
scale and scope could affect quality favorably. 
Results 

Estimations for all centers, nonprofit centers, 
and for-profit centers yielded values of .47 
to .55, indicating that approximately half of the 
variation in the quality was explained by the 
variables of the model. The resuhs reported 
below indicate the presence of significant 
determinants of center process quality, but 
leave much unexplained. This is likely because 
variables were omitted as being beyond our 
ability to include, or the included variables 
were measured imprecisely. 

All Centers 

The full model for all centers was estimated 
using observations for the 331 centers for 
which the data set was complete.' For many 
of the structural quality variables generally 
considered to be related to process quality, 
coefficients showed expected signs and were 
statistically significant. Table 13.4 indicates 
that coefficients for the following vai iables 
were significant at the 5% level using a two- 
tailed test: 

Inputs to ECE . The prime-time morning ratio 
of staff to children was positively related and 
the squared ratio negatively related to process 
quality, indicating that quality increases at a 
decreasing rate with increases in the ratio of 
staff to children. Substitution of other 
measures of staffing ratios collected in the 
study yielded similar results. Among the 
several variables measuring staff general 
education and more specific training, the 
proportion of all teaching staff with a college 
degree or more was positively related to 
quality. Variables measuring specialized 
training were not significant, but were highly 
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correlated with general education and the effect 
should be interpreted as a combined effect. 
The mean center wage rate of teaching staff 
with twelve years or less of formal education 
was positively related to center quality, 
although mean center wage rates of teaching 
staff with more education were not. Both 
years of previous experience and tenure in the 
current job of center administrators were 
positively related to quality, as "'as the mean 
score teacher evaluation of administrators' 
curriculum involvement. Inside square feet per 
FTE child was positively related to quality. 
Turnover of teachers and teacher-directors was 
negatively related to quality. 

The coefficients on the variables for wages of 
staff with more than high school education 
were insignificant in most tests of the model 
and appeared to mask the effects of the wage 
rate of the less educated staff and of staff 
education. They were therefore eliminated 
from the final version of the model. 

Clientele . The percent of children subsidized, 
the presence of a bilingual program and the 
percent of minority staff and children were 
jointly negatively related to quality. Each of 
these variables seemed to have a weak 
independent effect (only bilingual program was 
significant alone) , but combined, they were 
significant. 

Location and Ownership . Among the severa- 
variables describing aspects of center location 
or ownership, several were significant holding 
all other variables constant. For-profit centers 
in North Carolina had lower quality than 
nonprofit centers in the same state. For-profit 
centers in California produced better quality 
than for-profits in North Carolina. National 
systems of for-profit centers produced better 
quality care than other for-profit centers. 
Church-affiliated centers produced lower 
quality care than other nonprofit centers. 

Scale and Scope . The presence of a before- 
and after-school program was the only scope 
variable that was significant. This progra'i 
was associated with lower quality care, all else 
equal. No scale variable was significant. 



Notably Insignificant Variables . Wage rates 
for teaching staff with at least a baccalaureate 
degree were not significant in all estimates; this 
was usually, but not always the case with 
respect to wage rates for teaching staff with 
some college. When the mean wage rate for 
all teaching staff was included in the equation, 
its coefficient was signficant but masked the 
effects of teacher education on quality as it 
incorporated the mix of education levels into 
the wage average. 

Profit status did not significantly affect quality 
in Colorado or Connecticut. FTE enrollment 
was also not significant and its coefficient was 
so small that, even if the upper or lower 
confidence limit were valid, reasonable changes 
in enrollment would have predicted only a 
small change in quality with size of center. 

It should be noted that the itidividual signs and 
significance of these variables are not always 
informative by themselves. For example, a 
negative and significant coefficient of the 
interaction dummy between profit status and 
California indicates that California nonnational 
for-profits have lower quality than California 
nonchurch nonprofits. It does not imply that 
all for-profits have lower quality than 
nonprofits. That comparison would require 
evaluating all of the applicable dummy 
variables. In this case, one would have to 
average the effects of nonprofit, nonchurch, 
public auspice and church affiliated to estimate 
the total nonprofit sector. Similarly, the effect 
of the for profit sector is composed of the 
combined effects of the profit dummy and the 
national chain dummy. 

These procedures revealed that, in general, 
there was no clear statistically significant 
difference between for-profit and nonprofit 
centers after controlling for the determinants of 
quality. If church affiliated centers and 
national systems were eliminated from their 
respective sectors, then for-profit centers were 
significantly weaker in North Carolina and for 
all states together, again holding all else 
constant. 
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Nonprofit Centers 

The model for nonprofit centers was estimated 
using observations for 164 centers for which 
the data set was complete. The model was 
estimated using control variables related to 
programs offered, state and auspice. The base 
case where all dummies related to state, 
auspice, and public funding were zero was for 
private, nonprofit, other than church-affiliated, 
receiving no public support, in North Carolina. 
Table 13.4 indicates that coefficients for 
variables measuring the following structural 
quality characteristics were significant at the 
5% level: 

Inputs . The following variables were 
positively related to quality: proportion of the 
teaching staff with a college degree, mean 
wage rates for teaching staff without any 
college education, and the mean teacher ratings 
of the administrator's involvement in planning 
the children's curriculum. 

Location. Ownership, and Clientele . Church- 
related centers produced lower and Head Start 
centers higher quality, holding all other 
variables in the model constant. Nonprofit 
centers in California provided better quality 
than in Connecticut. Poverty and minority 
status variables were not significant in 
nonprofit centers. 

Differences from "All Centers ". The prime- 
time morning ratio of staff to children was 
positively related to process quality, but not 
significant. Staff turnover and prior experience 
of the administrator were not significant . 
Poverty /minority variables were not significant 
singly or jointly. 

For-profit centers 

Results of estimating the quality equation for 
for-profit centers only were based on 
observations for 167 centers which had 
complete data. North Carolina local 
independent for-profit centers represented the 
base case (where state, auspice, and public 
funding dummies = 0). Table 13.4 shows that 
staffing ratios and stability of the staff were the 
overwhelming determinants of center quality: 



Inputs . Staffing ratios were highly significant, 
dominating all other determinants of quality in 
the for-profit sector. The prime-time morning 
ratio of staff to children was positively related 
and the squared ratio was negatively related to 
quality, indicating that quality increased at a 
decreasing rate as ratios increase. Staff tenure 
and the tenure of the administrative director or 
owner-operator as director were positively 
related to process quality, while the 
teacher/teacher-director turnover rate was 
negatively related to quality and significant. 

Scale and scope . The presence of a bilingual 
program (but not other minority or poverty 
variables) was negatively related to quality. 
An F-test indicated that the four were 
significant as a group. The significance of 
bilingual programs as opposed to more 
traditional poverty-minority indicators suggests 
something involving cultural values related to 
child care practices rather than poverty itself. 

Ownership and Location . National systems 
provided better quality than other centers, 
holding other variables constant. California 
centers provided better quality care than North 
Carolina centers. 

Comparison of for-profits with All Centers ana 
Nonprofits 

All three estimations explained a similar 
fraction of the variance, about half, in the 
quality of child care. The variables that were 
significant in either the for profit sector or the 
nonprofit sector were significant in the 
estimation for "all centers". However, 
different variables were significant in the two 
sectors. 

The most notable difference between for-profit 
centers and nonprofits is the much higher 
coefficient and significance level of the adult- 
child ratio in the for-profit sector. Staffing 
ratio was insignificant in nonprofit centers. 

Stability rather than the background of the staff 
and administrator seemed to be important in 
the for-profit sector. Staff turnover and 
administrator tenure at the center were 
significant in this sector, while staff education 
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and administrator's support in curriculum 
development were significant in the nonprofit 
sector. 

Inside space per child was positively associated 
with quality in ail centers, but was not 
significant in either sector alone. 

The poor and minority children seemed to play 
a role in both sectors, but did so differently. 
In the for-profit sector and the sample a.i a 
whole, the presence of a bilingual program was 
negatively associated with quality. In the 
nonprofit sector no minority variable was 
significant and the group of minority variables 
was only close to significant. It appears that 
some other factor offset any effect of 
poverty/minority status in the nonprofit sector. 

In the for-profit sector, national systems 
provided better care, holding other variables 
constant, than other centers. In the nonprofit 
sector. Head Start centers performed better and 
church affiliated centers performed worse than 
other centers. In both sectors, California 
centers performed relatively well. 

Magnitudes of Effect of Changes in Explanatory 
Variables 

Any estimates of the effect of changing one 
variable on improving quality must be very 
tentative as the variable may be a proxy for an 
omitted (or even unmeasurable) variable and 
because some coefficients were sensitive to the 
exact model specification. Further, there may 
be undetected interactions that either intensify 
or reduce the effect of changing one variable in 
the model. Nevertheless, it is interesting to 
see that changing individual variables make 
modest differences in predicted quality. The 
following results are based on the estimations 
for "all centers" shown in Table 13.4. 

Staffing ratio . The average ratio of adults to 
children in the ciassrooms was .186, or 1 adult 
to 5.4 children. An increase in this ratio to 
.28 (less than one standard deviation), or 1:3.6 
predicts an increase in quality in the average 
center (index = 4.0) equal to .17 index points. 



Baccalaureate education . In the average center 
28 % of all staff had baccalaureate degrees. 
Increasing this to 50 % (one standard 
deviation) would increase predicted quality by 
.09 index points. 



Wages . The average wage for a child care 
worker with no college education in the sample 
was $5.76 per hour. Increasing that wage by 
$1 .00 per hour (less than one standard 
deviation) would increase predicted quality by 
.11 index points. 

Turnover . Staff turnover in the sample 
averaged 34%. Reducing that by half, to ratios 
similar to the health industry in general, would 
increase predicted quality by .05 index points. 

Administrators Effectiveness . The average 
administrator had 7.6 years of prior experience 
and 7.1 years of tenure in the center. 
Increasing these figures by 50% (less than one 
standai'd deviation) would increase predicted 
quality by .12 index points, combined. 
Improving the administrator's ranking on 
curriculum involvement by 4 points (one 
standard deviation) from average to very good 
would raise predicted quality by another .12 
index points. 

location. Sector and Scope . Centers v/ith 
more poor and minority children scored lower 
even after holding all else constant. A ten 
percentage point increase in percent subsidized 
reduced predicted quality by .04, a ten 
percentage point increase in minority children 
and minority staff combined reduced quality by 
.03. 

National for-profit systems averaged .38 belter 
in quality than other for-profit centers, holding 
all else constant. 

Comparison of the Nonprofit and For-Profit 
Estimations 

Tests were performed to determine whether the 
nonprofit sector and for-profit sector models 
are significantly different and to justify the 
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estimation of separate quality production 
functions for nonprofits and for-profits 
separately. Separate models are needed if 
there is evidence indicating different structures 
affecting quality for the two sectors. 

First, the model was estimated with all 
observations; this can be identified as the 
"restrictive model" because it imposes the 
restriction that all the 50+ parameters 
estimated are the same for nonprofit and tor- 
profit centers. Nex', the model was estimated 
separately for nonprofits and for-profits (by 
excluding the irrelevant variables from each 
equation). These two equations constitute the 
"unrestricted model" because the coefficients 
are allowed to vary between sectors. The 
hypothesis of no difference between the pooled 
(restricted) model and the unrestricted models 
could not be rejected at 5% significance, based 
on the Chow test. Thus, the test did not 
indicate that the two sectors produced quality 
in different ways (using different technology). 

The failure to reject the null hypothesis of no 
difference between sectors for 50+ variables 
does not, of course, imply that all of those 
50+ coefficients are equal to each other across 
sectors. To apply an alternative test of equality 
of specific variables, the model was re- 
estimated (with all observations), but including 
interaction terms between profit and the suspect 
variables. This assumes the same error 
covariance structure between sectors (the same 
assumption as in estimating the pooled model), 
but allows a limited set of coefficients to 
change. 

The interaction terms were profit times the 
following variables: 

staffing ratio 

staffing ratio squared 

percent of children subsidized 

staff tenure 

staff turnover 

staff wages 

before- and after-school program 

bilingual program 

Percent of staff with baccalaureate 

degree 

administrator's tenure 

administrator's involvement in curriculum 
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Among the susp:;ct variables for which an 
interaction term was tested, none was 
significantly different from zero at 5%. The 
group of interaction terms as a whole was not 
significant either. Thus, although different 
variables showed up as significant in each 
sector wben they were estimated separately, 
standard statistical tests were not able to 
identify the differences between the two 
sectors. At most, the results were ambiguous 
regarding the differences between the sectors in 
the production of quality. Further research is 
needed on the question of sector differences. 

It should be noted that having the same 
production function, as shown by the 
insignificant differences between the two 
equations, does not rule out being in different 
places on that production function. The best 
for-profit centers might, for example, be 
substituting more training in the center and 
better staff ratios for the higher wages and 
qualifications of the staff in the best nonprofit 
centers. That trade could occur entirely within 
the same multi-dimension production function. 

Comparison of the Econometric Model with the 
Hierarchical Regressions 

The econometric results using the to.al sample 
are similar to those estimated in the 
hierarchical regression described above with 
some notable exceptions. In both models the 
following variables were significant and had 
the same, expected signs: adult-child ratio, 
percent of staff with bachelor's degree, 
administrator's experience, administrator's 
involvement in curriculum ■ 'evelopment, 
church affiliation, national system, and profit 
status/state. The coefficients on the poverty 
related variables of percent of staff nonwhite, 
proportion of children subsidized, and bilingual 
program were always negative and sometimes 
significant in both models, although the 
hierarchical regression incorporated the 
bilingual program into the program scope 
variable. In both models the following 
variables were not significant: group size, 
proportion infants, staff tenure, percent of staff 
with Cr)A or more ECE training, PTE 
enrollment, and numerous others. 
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A few variables produced different coefficients. 
Square feet per child was significant in the 
econometric model but not in the hierarchical 
model. Presence of a before and after school 
program was significant in the econometric 
model, but not in the hierarchical model. 

The wage variable was significant in the 
hierarchical model. The wage rate of the staff 
with no college was significant in the 
econometric model, but the significance was 
weaker. The wage rates of those staff 
members with some college or a baccalaureate 
degree were not significant in the econometric 
model. This difference may have been due to 
the incorporation of the education mix of staff 
into the overall average wage rate in the 
hierarchical regressions and the separation of 
the education effect from the pure wage effect 
through the specification of the wage variables 
in the econometric model. 

SUMMARY 

*■ The analyses in this chapter consistently 
support previous findings that adult:child ratios 
and level of staff education (in this case the 
percentage of staff with at least a baccalaureate 
degree) are related to quality . The two 
regression analyses indicated that the adult- 
child ratio is the single most important factor 
in determining child care quality. 

*■ These analyses also provide intriguing 
evidence that characteristics of fhe center 
administrator influence child care quality, in 
particular, the amount of the administrator's 
experience and her/his effective involvement 
with teachers in planning the children's 
curriculum are positively related to quality. 
The discriminant analysis indicated that the 
administrator's level of education discriminated 
among poor-, mediocre-, and good-quality 
centers. 

The results indicate that teacher turnover 
rates are negatively related to center process 
quality, although the effect is small and these 
results were more robust in the econometric 
than in the hierarchical regression estimations. 

*■ Results provide further evidence that child 



care centers providing their teaching staff with 
higher wages also provide their children with 
higher quality care. The discriminant analysis 
indicated that mean teaching staff wage rates is 
the single most discriminating factor. Because 
of different approaches to entering wages into 
rhe muhiple regression analyses, the 
hierarchical and econometric regressions 
yielded different wage effects. In the 
hierarchical regressions, holding all other 
factors constant, staff wages were significantly 
related to quality, whereas in the econometric 
model, which entered wages of staff by level 
of education, only the wage of staff with high 
school education or less was significantly 
related to quality. 

*■ Significant, sector and auspice differences 
in quality were found in both regression 
analyses. Since the two analyses involved 
slightly different specifications of these dummy 
variables, results were not directly comparable. 
The most consistent results indicate that, 
holding ail other factors constant, church- 
affiliated centers had lower quality than other 
centers in most states. For-profit centers 
which were part of national systems had 
relatively higher quality than other for-profit 
centers (again, holding other factors constant). 
State differences were significant when auspice 
was omitted from the hierarchical model, but 
for the most part, disappeared when auspice 
was included. Only the North Carolina for- 
profit centers were distinctively weaker when 
all other variables were accounted for. 

*■ iliere was no significant difference in 
quality production functions between for-profits 
and nonprofits. However, there are enough 
hints of differences in coefficients and their 
significance levels that the comparison between 
sectors bears further investigation. The best of 
the for-profit centers might be substituting 
more training in the center and better staff 
ratios for the higher wages and qualifications 
of the staff in the best nonprofit centers. 

*■ Finally, it should be noted that the 
regression analyser, accounted for about half of 
the variance in quality among centers. While 
this is good for cross-section, analysis, much of 
the difference in quality am,ong centers was left 
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unexplained. This suggests that there are many 
aspects of child care quality that still need to be 
explored in future research. 



ENDNOTE 



1. This represents 21 fewer observations than userl in the hierarchical regression analysis. Ten observations 
were luSt in the econometric analysis by the inclusion of :he percent of nonwhite children. 
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Table 13.1 Correlations between Structural and Process Quality Measures 

by Profit Status and Total Sample 
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Years of Education 




Amount of Early Childhood Training 




0-12 


13-15 


16+ 




CDA+ 




AA+ 




BA+ 


Total 


-.32*** 


.01 


.30*** 




.30*** 




34*** 




.30*** 


Nonprofit 


-.29*** 


-.03 






.30*** 




.32*** 




.27*** 


Proilt . 


33* * * 


.04 


.28*** 




.27*** 




.34*** 




.28*** 




Years oi 








Tenure 




Ethncity 




Staff ' 




Experience 




Age 




at Center 




(%Minoritv) 




Wage 


Total 


OA 




.u/ 




1 7* 
. 1 / 




1 /^* * 

-.10 




1 o **& 
.33*** 


Nonprofit 


.Uj 




o^ 




.14* 




AO 

-.08 




.37*** 


Profit 






-.U 1 




1 1 
. 1 1 




"X 1 *** 




OA** 
.iU * 


Classroom 




















Structure 






















Adult-Child 




Class 






Space 






Number of 




Ratio 




Size 




Sq Ft/Child 




Quality 




Volunteers 


Total 


.25*** 




.03 




.04 




j Q* * * 




.18*** 


Nonprofit 


.11^ 




.U 1 




.02 




Al 

.03 




.18* 


Profit 


.26*** 




.05 




.01 




.31 *** 




.13 


Center 




















Structure 






















Program 




Hours 




Center 




Enrollment 




%Infant 




Scope 




Open 




Age 




Size 




Toddler 


Total 


-. 14*' 




-.Ay 




.05 




-.14** 




-.11* 


Nonprofit 


-.17* 




-.27*** 




.07 




-.04 




-.03 


Profit 


-.U/ 




-.iU 








-.16* 




-.14* 




Center 




School-age 




fO OUDSIQIZCG 












1 urnovcr 




ProErtim 




Children 










Total 


17*** 
-. 1 / 




-.zz 




- .U-i 










Nonprofit 


- . 1 .1 








-.UI 










Profit 






- 14* 




_ 7Q*** 










Director 
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Background 








Administrative Effectiveness 














Center 


Prof 


Cuiric. 


Commun. 




Education 


Age 


Experience 


Tenure 


Wage'" 


Organ 


Involv 


Leader 


Involv 


Total 


.20*** 


.04 


.13*** 


.05 


.04 


.19*** 


.18*** 


.16*** 


.15*** 


Nonprofit 


.19** 


.01 


.14 


-.02 


-.01 


.12 


.16* 


.19** 


.15 


Profit 


.18* 


.05 


.10 


.08 


.05 


.22** 


.14* 


.12 


.15* 


Costs and Fees 






















Labor Cost/ 




Total Cost/ 




Preschool 












Child Hour'" 




Child Hour 


III 


Fees'" 










Total 


.32*** 




.25*** 




.24*** 










Nonprofit 


.32*** 




.25*** 




.20*** 










Profit 


.25*** 




.22*** 




.33*** 











t : Measures of wages, costs, and fees are adjusted for state differences in cost of living 
2; * p<.0.5; *+ p< .01; ***p< .00! 
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Table 13.2 Relating Process Quality to Structural Characteristics 
Hierarchical Regressions Including Linear and Nonlinear Relationships 

(n=352) 



Analysis Models 


- Standardized Regression Coefficients 
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.12* 


.11* 


.09 


OQ 


09 
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.'0* 
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.07 
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06 


04. 
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-.04 


-.02 


.02 
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.05 


.03 






.06 


-.02 
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.08 
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Teaching Staff Wages 
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-.48* 
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08** 
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-.01 


-.03 


-.03 


Hours Open 










-.08 


-.06 


-.06 


Enrollment Size 










-.03 


-.04 


-.04 


% Infant/Toddicr 










-.06 


-.07 


-.07 


Center Age 










.00 


-01 


-.01 


Tcaciici Turnover 










-.09* 


-.11* 


-.10* 


School- Age Program 










-.07 


-.05 


-.05 


% subsidized children 










-.06 


-.05 


-.15* 



1; 'p<.I(); *p<. 05;** p <.()!; ***p<.(XK)I 

2: ns (CA.CT>CO>NC) 

7,: (NP>P) 

4: (NP > Pin NC only) 
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Table 13.2 CONT. 



Analysis models -Standardized Regression Coefficients 




State/ Human Wage- Class Center 


Admin. 


Auspice 




Profit Capital T. Staff Struct Struct 


Char. 






12 3 4 5 


6 


7 




.19 .30 .32 .39 .40 


.43 


.48 


r2 to add 


.08*** .03*** .06*** .02 


.03* 


.08*** 


Administrator 








Characteristics 








Education 




.03 


.02 


Age 




-.08 


-.08 


Tenure 




.11* 


.15* 


Prior Experience 




.13* 


.14* 


Center Organization 




.02 


.02 


ECE Professional 




.04 


.02 


Involvement 








Curriculum Leadersip 




.11* 


.1 1* 


Community Involvement 




-.00 


-.04 


Auspice & Public Support 








Auspice 






**(Church<Ind. NP, Nat, Chain) 


State X Auspice 






***(Loc. Chain: CT> 0th. srs) 


Public Support 






-.08 


Public Regulation 






.07 



1 : *p < .10; * p < .05; ** p < .01 ; *** p < .0001 
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Table 13.3 Discrimin?nt Analysis: 
Process Quality Comparisons on Structural Quali 



y Measures 





Quality 










Poor 


Mediocre 
(n=212') 


Good 

('n=79') 


Weight F (2,307) 


Contrast 


Teacher Characteristics 














% Teaching Staff -BA/BS 


M(sd) 14% (17) 


28% (22) 


38% (28) 


.J J 


1 /. 1 


p<m<g 


% Teaching Staff- CDA+ 


M (sd) 55% (31) 


70% (25) 


77% (22) 


.44 


1 1 .O 


p<m<g 


Wage'-' 


M(sd) $5.54(1.16) 


$6.76 (1 .95) 


$8.09 (2.30) 


.0 / 


Zo.Z 


p<m<g 


Classroom Structure 














Adult-Child Ratio 


M(sd) 14 (.08) 


.19 (.16) 


.23 (.14) 


'X'X 

.DD 


j.y 


p<m<g 


Group Size 


M(sd) 11.9(5.9) 


12.9 (7.8) 


13.4 (7.3) 


. 1 u 


u.o 




Number of Volunteer 


iVI(sd) .50(1.37) 


.67 (1.68) 


2.0j (4.77) 


•J J 




p, m<g 


Space-Inside Sq. Ft/Child 


M(sd) 71.8(46.0) 


80.8 (71.6) 


80.4 (53.8) 


flQ 


u.o 




Center Structure 














Total Enrollment (PTE) 


M(sd) 68.5 (44.5) 


75.0(50.5) 


58.9 (42.4) 


. 1 ^. 


1 .o 




% Subsidized Children 


M(sd) 23% (25) 


21% (31) 


21% (32) 


nn 


0 1 




°k Infants/Toddlers 


M(sd) 28% (22) 


21% (22) 


15% (22) 




A Q** 


p. '^>g 


Teacher Turnover 


M(sd) 56% (66) 


31% (35) 


24% (32) 


- .JQ 




P>m, g 


Before/After School Program 


Prop .82 


.58 


.'J 9 


-.J I 


1 A 9**1* 
1 U.Z 


p>m, g 


Center Age (years) 


M (sd) 1 1.9 (9.4) 


12.9 (9.7) 


14.1 (15.2) 


.17 


1.5 




Hours of Operation 


M(sd) ::.6(.9) 


1 1.2 (1.1) 


10.7 (1.2) 


-.41 


10.2*** 


p, m>g 


Public Fees"' 


Prop .05 


.04 


.04 


.01 


0.1 




Public Regulation'" 


Prop .02 


.25 


.11 


.28 


5.2 




OnSite Center'" 


Prop .00 


.04 


.10 


.29 


8.9* 


p, m<g 


Independent For-Profit'" 


Prop ,44 


.28 


.28 


-.18 


6.4* 


P>m, g 



1 : X"o) reported for categorical variables 

2: .Measures of wages, costs, and fees are adjusted for state differences in cost of living 
3: * p<.05; ** p<.01; *** p<.001 



ERIC 



3 '( 



Table 13.3 CONT. Discriminant Analysis: 
Process Quality Comparisons on Structural Quality Measures 





Quality 


Weight F (2,307) 


Contrast 




Poor 
(n=61) 


Mediocre 
(n=212) 


Good 
(11=79) 


Local Chain^" 


Prop 


.08 


.07 


.04 


-.11 


1.3 




National Chain^" 


Prop 


.16 


.13 


.06 


-.19 


3.6 




Independent Nonprofit^" 


Prop 


.11 


.23 


.32 


.28 


7.9* 


P<m, g 


Church Affiliated Nonprofit'" 


Prop 


.20 


.25 


.12 


-.12 


5.0 




Public Center'" 


Prop 


.00 


.03 


.16 


.42 


23 0*** 


P, m<g 


Accreditation'*" 


Pn)p 


.00 


.18 


.10 


.20 


6.6* 


P<g 


Administrator 
















Wage'^' 


M(sd) 


$2.12(3.91) 


$2.65 (4.81) 


$2.14(4.74) 


.03 


0.4 




Education (years) 


M(sd) 


15.0(2.3) 


15.7 (2.7) 


16.4(1.9) 


.38 


3 5*** 


P<m. g 


Experience (years) 


M(sd) 


5.6 (6.4) 


7.6 (6.52) 


8.6 (6.5) 


.29 


4.5* 


P<m. g 


Tenure (years) 


iVI(sd) 


6.4 (6.5) 


7.2 (6.4) 


7.3 (5.8) 


.12 


1.1 




Curriculum Leadership 


M (sd) 


7.8 (4.3) 


8.4 (4.0) 


9.4(3.5) 


.29 


4.5* 


P, m<g 


Co.nmunity Involvement 


M(sd) 


4.8 (4.6) 


6.5 (4.8) 


7.2 (5.2) 


.28 


4.4* 


P<m, g 


Costs 
















Labor Cost/Child Hr/'' 


M(sd) 


$1.03 (.63) 


$1.39 (.79) 


$1.82 (.89) 


.48 


13.7*** 


p<m<g 


Total Expended Cost/ 
















Child Hr'-' 


M (sd) 


$1.59 (.78) 


i.?.00(.91) 


$2.41 (1.05) 


.40 


9 J*** 


p<m<g 


Hourly Preschool Fee'^'' 


M (sd) 


$1.60(.51) 


$2.02 (.73) 


$2.37 (.83) 


.46 


12.4** 


p<m<g 


Maximum PS Fee 


M (sd) 


$305 (93) 


$364(110) 


$420 (124) 


.44 


1 1.2*** 


p<m<g 



I; X (1) reported for categorical variables 

2: Measures of wages, costs, and fees are adjusted for state differences in cost of living 
3: * p<.05; ** p<.01; *** p<.001 
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Tabte 13.4 



Quality Regresbion Data 





ALL CENTERS 


FOR-PROFIT CEMTERS 


NONPROFIT CENTERS 




(N=331, R-square = 


0.47) 


(N=167, R-square 


= 0.55) 


(N=164, R-square 


= 0.48) 


Vanable 


Coeff. 


t-Stat 


Coeff 


t-Stat. 


Coeff 


t-Stat. 


lnt6rc6Pt 


3.018339 


3.749 


3.251109 • 


2.441 


2,739671 • 


2.180 


INPUTS 














Staff Child Ratio 


2.355128 - * 


3.445 


4.948717 


3.845 


1.241380 


1,184 


Staff:Cl^ild Ratio Squared 


■1.100065 • 


-2.075 


-4.486153 " 


-3 062 


-0.382713 


-0,546 


Group Size 


0.022377 


1.533 


0.019565 


0.938 


0.042799 


1,144 


Group Size Squared 


-0.000329 


-1.266 


-0,000207 


-0.662 


-0.001266 


-1,238 


Prop, of Teaching Staff with College Degree 


0.434469 • 


2.105 


0,271833 


0.962 


0.760837 • 


2,148 


Prop, of Teaching Staff witli at Least .^.U.A. 


0.251341 


1,341 


0.005408 


0.021 


0,521107 


1,681 


Age of Teacliing Staff 


0.003170 


0.362 


0,000477 


0.032 


0,011430 


0,909 


Experience of Teaching Staff 


-0.015535 


-0.732 


-0.021354 


-0.653 


-0.012292 


-0,401 


Tenure of Teaching Staff 


-0 017944 


-0.724 


-0.048623 


-0.990 


0.004257 


0,134 


Anp nf Ariminictratnn; 
\Ji A%LII 1 III II31I aiui o 


-0 007934 


-1.425 


-0,012507 


-1.437 


-0.005747 


-0,648 


Fynpripn/*#* nf Arimtni^trafnr^ 

>^A^d ICI llrfC U 1 nui 1 III II31I aiUI 3 


0.013994 


1.740 


0.005817 


0.448 


0.019549 


1,588 


Tenure of Administrators 


0.019991 " 


2.050 


0,041719 * 


2 242 


0.012454 


0,918 


Education of Administrators 


0.012712 


0.130 


0.010793 


0.032 


-0.112060 


-0,686 


Administrator's Organization with Effectiveness 


0 003144 


0.287 


0,002373 


0.134 


-0.00271 0 


-0,178 


Administrator's Professional Involvement 


0.009065 


0 893 


0.001067 


0 077 


0.009153 


0 555 


Administrator's Cumculum Involvement support 


0.031617 " 


2. POO 


0.025275 


1,547 


0.046767 


2,660 


Administrator's Comrnunity Involvement 


-0.012764 


-1.182 


0.008148 


0 495 


-0.027878 


-1.712 


Square Feet per Child 


0.002098 * 


2 482 


0.003529 


1 853 


0.001268 


1 .120 


Volunteer Hours per FTE Child 


0.002553 


1.719 


0.006114 


1,228 


0.001463 


0.817 


Wage for Teaching Staff with <= 12 yrs. Educ. 


0.107035 " 


2 502 


0.01 4677 


0.201 


0.153765 " 


2.553 


Tumover for TeachersH'eacher-Directors 


-0.281088 


-2.774 


-0.398829 *• 


-2.421 


-0.155485 


-1 .103 


Training Costs per FTE Staff 


-0.044757 


-1.102 


-0.080092 


-1.376 


-0.050949 


-0.761 


Age of Center 


•0.001242 


-0,288 


-0.01 7719 


-1.909 


0.002778 


0.493 


CLIENTELE 














Percent of Children Subsidized 


-0.381636 


-1.676 


-0 567819 


-1.046 


-0,423769 


-1 .530 


Prop. Children Minority 


-0.146859 


-0 603 


0.156922 


0.428 


-0 441241 


-1.107 


Prop. Staff Minority 


-0.149167 


-0 631 


-0.431499 


■ -1.280 


0 257650 


0.660 


Bilingual Program 


_n n moo • 


-2 256 


-0 4b4o1 U 


-2 285 


n 'iCA n'i A 
-U.JDl ^31 


-1 .488 


SCOPE ANU SCALE 














Fraction Infants 




-0 793 


-U.91 ijyo 


H 77*! 
-1 . / fO 


f\ n'i'i Aon 


0.076 


Fraction Preschool 


n Hon Anc 


-0 468 




-0.525 


n 1 D'incn 


-0 746 


Part-day Prograrn 


n HATiRA 


0 376 


f\ none o'i 


0.361 


r\ n711 An 

-L) \j( 


-0.394 


Part-day Extended Care Program 


-U.UoJJI^ 


-0 607 


n Annnn'i 


0.673 


r. nA 71 c n 


-1 .467 


Head Start Program 


n tLAt^KQ'i 


1 513 


0 




0.771587 


1 .886 


Public School Sponsored Program 


U U3^51 f 


0 491 


n OOA 

U.^olool 


0.966 


-0 0861 65 


-0.267 


Summer Camp Program 




0 523 


n nn7nci 


0 046 


U.UU5U95 


0.031 


Evening Care Program 


-U. 33^3 49 


-1,127 




-0.498 


r\ r\ ATA Cfi 


0,071 


Weekend Care Program 


U UooDZ f 


0,260 


-U.zUU/DO 


-0 434 


_n loinon 


-0.311 


Sick Care Program 


n AQR'iliK 
-U. 490^00 




•1 ZoOf f\J 


1 7*^n 


_n ni ■517B 

-U U1 0 J 1 o 


•0.025 


24 Hour Care Program 




n 7i?B 


Ail in 1 


n A n<? 
U lUD 


u 




Before/Affer School Care Program 


-0 25fi99d • 


-2 198 




-0.989 


-0 1 72326 


-0 956 


Total FTE Children Enrolled 


-0 000391 


-0.355 


-0 002268 


•1.470 


0 000486 


0 248 


Hours Open per Day 


-0 009122 


-0 180 


0 003654 


0 039 


-0 055900 


-0.704 


OWNERSHIP AND LOCATION 














Public Auspice Dummy 


0 197783 


0 966 


0 




0182833 


0 777 


Church Dummy 


-0 399332 " 


-2 974 


0 




•0.325061 • 


•2 177 


National Cham Dummy 


0 382131 


2 566 


0 360271 • 


2 083 


0 




Califomia Dummy 


0 230313 


1 191 


0 644498 • 


2 383 


0.329923 


1.360 


Colorado Dummy 


-0 1 45510 


-0 780 


0 233219 


1 118 


0015618 


0 073 


Connecticut Dummy 


-0.238540 


-1.162 


0 479126 • 


1 982 


-0142630 


-0 555 


California For-profit Dummy 


-0 427306 • 


•2 273 


0 




0 




Colorado For-profit Dummy 


-0 170622 


•0 904 


0 




0 




Connecticut For-profit Dummy 


0 132954 


0 685 


0 




0 




North Carolina For-profit Dummy 


-0.719351 


-3 616 


0 




0 




Publicly Supported Dummy 


0 073002 


0 373 


0 410B09 


1 042 


-0 075994 


-0311 


Publicly Reoulated Dummy 


.0 002192 


•0 045 


0 




0 033379 


0 611 
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Chapter 14 

Child Care Quality 
and Children's 
Developmental Outcomes 

by ELLEN PEISMER-FEINBERG 



OVERVIEW 

The concurrent relationship between preschool 
children's cognitive and socio-emotionai 
developmental outcomes and the quality of 
their child care setting was examined. The 
children were attending a subsample of the 
classes observed for collection of the quality 
data. The children were in their next-to-la.<;t 
year of preschool at the time of data collection, 
and were assessed during the same year in 
which the cost and quality information was 
gathered. In the conceptual model (Figure 
2.1), these analyses are represented by the 
arrow from the Classroom Process Quality 
domain to the Children domain. In addition, 
the arrow from the Family domain to the 
Children domain, representing the simultaneous 
influences of families on children's outcomes, 
is accounted for in these analyses by 
controlling for the effects of maternal education 
as well as child characteristics of gender and 
ethnicity. 

Measures 

Child care quality was measured using the 
classroom process quality index, a composite 

CHAPTER 14 
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variable based on observational ratings of 
various aspects of classroom quality. Because 
the data collection on children's developmental 
outcomes included only a subsample of the 
classes and centers in the cost and quality data 
collection, the classroom process quality index 
reported here only included scores from the 
preschool -age classrooms, and not the 
infant/toddler classrooms. Additionally, these 
classrooms had to be serving children who 
were in their next -to-last year of preschool 
(i.e., were eligible for kindergarten in the 
1994-95 school year) at the time of the cost 
and quality data collection; classrooms which 
had only younger or older children were not 
included in this sample. (See Chapter 3 for 
further description of the sample.) 

Developmental outcomes data were gathered 
from individual assessments of the children by 
trained assessors and from teacher ratings of 
the children. To summarize, the individual 
assessments included three summary measures 
of cognitive skills and one measure of attitudes 
and self-perceptions. Receptive language 
ability, or children's understanding of 
language, was measured using age-standardized 
scores from the Peabod;, Picture Vocabulary 
Test-Revised, PPVT-R, (Dunn & Dunn, 1981). 
Pre-reading skills were measured using the 
age-standardized score for the letter-word 
identification subtest of the Woodcock Johnson 
Tests of Achievement-Revised, WJ-R, 
(Woodcock & Johnson, 1989; 1990). 
Children's pre-math skills, such as simple 
counting and comparisons of different numbers 
of things, were measured using the age- 
standardized score for the applied problems 
subtest of the WJ-R. Children's attitudes 
toward child care and perceptions of their own 
competence were examined using the total 
score from the Attitudes/Perceptions of 
Competence scale (Stipek, 1993). 

Based on teacher ratings, three factor scores of 
children's social skills were analyzed. A 
positive behavior factor, which rated children's 
creativity, independence, task orientation, and 
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verbal intelligence was derived from the 
Classroom Behavior Inventory, CBI, (Schaefer, 
Edgerton, & Aaronson, 1978). A second CBI 
factor, sociability, was a rating of extroversion 
and general happiness or affect. The third CBI 
factor, problem behaviors, measured children's 
hostility, distractibility, and reversed scoring of 
considerateness. 

Teachers also rated their relationship with each 
child using the Student Teacher Relationship 
Scale, STRS, (Pianta, 1992; Pianta & 
Steinberg, 1992), and two factors were derived 
from this measure. The STRS global positive 
factor measured the warmth of the teacher- 
child relationship and openness of 
communication between the teacher and child. 
The STRS global negative factor rated 
conflict/anger, dependency, and troubled 
feelings in the teacher-child relationship. 
(Further information about the scoring and 
factor analyses of all these variables is 
provided in Chapter 3.) 

In addition, information on family and child 
characteristics was provided from the parent 
surveys. These variables included child 
gender, child ethnicity (African-American, 
Asian, Latino, White/non-Latino, and 
"Other"), and level of maternal education 
based on the highest degree or amount of 
schooling obtained. The figures for maternal 
education were converted to average numbe*- of 
years of education in the analyses. (See Table 
3.5 for a description oi the sample by reported 
level of maternal education.) 

Analysis Plan 

Hierarchical linear models were used to test 
whether each of the child outcomes was related 
to classroom process quality, while controlling 
for child and family characteristics, influences 
of state and sector, and systematic variation 
among children from the same center due to 
the shared child care experience. These 
models included the classrcm process quality 
scores, maternal education, child ethnicity, 
child gender, state, and center sector ;'S fixed- 
effect variables and child care center as a 
random-effect variable. Chapter 9 provides the 



descriptive analysis of this da i set by sector 
and program scope. 

Each outcome variable was tested separately. 
The initial model for each included all two-way 
interactions among the fixed-effect variables to 
determine whether the independent or conjoint 
effects of child and family factors, state-related 
influences, or center sector mitigated the 
association between developmental outcomes 
and child care quality. Child care quality was 
significantly related to maternal education, 
child ethnicity, state, and the interaction of 
state and sector in the present sample. 
Nonsignificant interaction terms were omitted 
one at a time to decrease the collinearity 
among the predictors. The State x Sector 
interaction was always maintained in the model 
regardless of its significance level because it 
represented part of the sampling frame. This 
process of reduction continued until the model 
included all main effects, the State x Sector 
interaction, and all other significant two-way 
interactions. 



RESULTS 

Tables 14.1 through 14.5 present the results of 
these analyses separately for each outcome 
measure. Unstandardized regression 
coefficients are listed for each term in the final 
reduced model for each outcome variable. 
Reference cell coding was used to determine 
the regression coefficients, and the reference 
cell for each variable is noted in the tables. 

The significance of results pertaining to the 
relationship of child care quality to children's 
outcomes are discussed below. The 
relationships of state and sector to children's 
outcomes were discussed in the descriptive 
analyses presented in Chapter 9. Since the 
models presented below adjust for these 
influences as well as those of child and family 
characteristics and within-center dependencies, 
the findings on the relationship between 
classroom quality and children's outcomes have 
already taken into account any effects of these 
variables. 
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Language Ability 

The first analysis examined the relationship 
between children's receptive language ability 
and child care quality. The final model for 
this measure also included the Quality x Child 
Ethnicity interaction [F(4, 744) =3.58, 
p<.007]. As shown in Table 14.1, the results 
indicated that classroom process quality was 
positively related to PPVT-R scores. Pairwise 
comparisons of the means for the Quality x 
Ethnicity interaction indicate that the positive 
relationship between classroom quality and 
children's outcomes was stronger for African- 
American and "Other" minority children than 
for White/non-Latino or Asian children. This 
pattern of positive associations between quality 
of child care and verbal ability was observed 
even after adjusting for maternal education, 
gender, state, and profit status. 

Pre-Academic Skills 

The relationship between child care quality and 
assessments of children's pre-reading and pre- 
math skills was analyzed. No additional 
interaction terms were significant in the final 
models for either pre-reading or pre-math 
skills. Pre-math skills were significantly 
related to the index of child care quality, as 
shown in Table 14.2. This finding indicates 
that children in higher quality classes scored 
higher in pre-math skills, after controlling for 
maternal education, child ethnicity and gender, 
state, sector, and within-center effects. As also 
shown in Table 14.2, pre-reading skills were 
not significantly related to child care quality. 

Children's Self-Perceptions 

The final set of analyses of data from the 
individual assessments examined the 
relationship between child care quality and 
children' s perceptions of their own competence 
and attitudes toward child care. As shown in 
Table 14.3, the reduced model maintained 
three additional interaction terms: Child 
Gender x Ethnicity, Quality x Maternal 
Education, and Quality x State. 

A significant positive relationship with quality 
was found, after adjusting for maternal 



education, child ethnicity and gender, state, 
sector, and within-center effects, indicating that 
children in higher quality classes had more 
positive views of themselves and their child 
care experience. An inverse Quality x 
Maternal Education interaction was found [F(l, 
736) =4. 37, p<.04], suggesting that the 
positive effects of higher quality classrooms on 
children ' s self-perceptions were stronger for 
those who had relatively less educated mothers 
than those who had more highly educated 
mothers. Pairwise comparisons of the 
significant interaction of quality with state 
[F(3, 736)=3.35, p<.02] indicated that the 
influence of classroom quality on children's 
self-perceptions was stronger in California than 
in Colorado and North Carolina. 

Social Skills 

The fourth set-of analyses looked at the 
relationship between teacher ratings of 
children's social skills and classroom quality. 
The three factors on the CBI, Positive 
Behaviors, Sociability, and Problem Behaviors, 
were analyzed separately. No additional 
interaction terms were significant in any of 
these models. Children' s positive behaviors 
and sociability were significantly related to 
child care quality, after adjusting for maternal 
education, child ethnicity and gender, state, 
sector, and child care center (see Table 14.4). 
Children attending higher quality centers were 
rated as exhibiting more positive behaviors 
(e.g. creativity, independence, task orientation, 
and verbal intelliger.cc) aiiu as being more 
socially extroverted. In contrast, teacher 
ratings of problem behaviors were not related 
to child care quality. 

Teacher-Child Relationship 

A similar set of findings was discovered for the 
analyses examining the relationship between 
child care quality and teacher ratings of the 
teacher-child relationship, based on factor 
scores from the STRS (see Table 14.5). 
Teacher ratings of the teacher-child relationship 
v/cre significantly related to child care quality 
for the global positive aspects of the 
relationship, but not for the global negative 
characteristics. Two additional interaction 
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terms were significant in the model for the 
positive STRS factor: Child Gender x 
Ethnicity and Quality x State. 

Even after adjusting for differences related to 
maternal education, child ethnicity and gender, 
state, sector, and child care center, teacher 
ratings of the positive aspects of their 
relationships with children were higher in 
classrooms of better quality than in classrooms 
with lower quality. In addition, pairwise 
comparisons of the significant interaction 
between state and child care quality [F(3, 
714)=2.58, p< .05] indicated that the positive 
relationship between child care quality and 
positive aspects of the teacher-child relationship 
was stronger in California than in Colorado. 
There were no differences in teacher ratings of 
the negative aspects of teacher-child 
relationships based on the quality of the 
classroom. 



CONCLUSIONS 

A positive influence of child care quality was 
found across all areas of children's outcomes 
that were examined, including a number of 
aspects of both cognitive and socio-emotional 
development. This positive influence was 
found for measures from both sources of data, 
the individual assessments and the teacher 
ratings. The results indicated that children in 
better quality child care displayed more 
advanced language and pre-math skills, had 
more positive views of their child care situation 
and themselves, had better relationships with 
their teachers, and had more advanced social 
skills. 

Children in higher quality classrooms displayed 
more advanced cognitive skills in individual 
assessments two areas: receptive language 
ability and pre-math skills. These children had 
a better understanding of language than 
children in lower quality classrooms. They 
also had better pre-math skills, abilities such as 
simple counting and comparisons among 
different numbers of things. 

Children in higher quality classrooms also 
evidenced belter socio-emolional development. 



They liked their child care centers better and 
rated themselves as more competent *han 
children in lower quality care. Similarly, the 
teachers in higher quality classrooms viewed 
their relationships with the children more 
positively; they felt wanner toward the 
children, reported more open communication 
between themselves and the children, and saw 
the children's feelings and behaviors toward 
them as more positive. Teachers in higher 
quality classrooms also rated children's 
behaviors as more advanced than those in 
lower quality classrooms. Children in better 
quality classrooms were rated as more creative, 
more independent, more task-oriented, and 
higher in verbal intelligence. These children 
were also seen by their teachers as more 
extroverted or interested in interacting with 
other children and generally happier. There 
were no differences in teachers' ratings of 
children ' s problem behaviors or the negative 
aspects of teacher-child relationships according 
to the quality of the child care center. 

This positive effect of better quality child care 
on children's cognitive and socio-emotional 
outcomes was found for boys and girls, for 
children from different ethnic backgrounds, and 
for children whose mothers had different levels 
of education. The significant relationships of 
child care quality to children' s outcomes were 
found after accounting for the effects of these 
various child and family characteristics which 
relate to both selection of child care and 
children ' s outcomes. Relationships to the 
quality of child care were found across the 
whole variety of children's outcomes that were 
studied: language ability, pre-academic skills, 
attitudes toward child care and perceptions of 
competence, teacher-child relationships, and 
social skills. All of these are primary areas of 
development for preschool-age children, and 
furthermore, are considered Important to 
children's ability to be ready to learn and to 
succeed in school. The strongest effect of 
child care quality was found for children's 
receptive language ability, and the next 
strongest for positive aspects of the teacher- 
child relationship. Children's skills in 
understanding language and the nature of their 
interactions with caregivers are key 
components relating to children's adjustment to 
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school and early academic success (e.g. 
Alexander & Entwisle, 1988; Pianta & 
Steinberg, 1992). 

The significant relationships between q.iality of 
care and children's outcomes are illustrated by 
examining the differences in mean scores for 
children in poor, mediocre, and 
developmentally appropriate classrooms as seen 
in Table 14.6. The scoring for both the 
language instrument and the measure of pre- 
academic skills is standardized, with norms at 
each age that include a mean of 100 and a 
standard deviation of 15. This means that for 
all children, an average score of 100 would be 
expected, and only about 16% would be 
expected to score more than 15 points lower, 
or below 85. The strongest effect was found 
for children's language abilities, and 
differences in these scores by quality of care 
are quite apparent. In our sample, children in 
care that is developmentally appropriate have 
an average score of around 100, at the 
expected average, while children in poor 
quality care are scoring around 86, or nearly 
one standard deviation below this. The 
differences in the pre-math scores for children 
in developmentally appropriate care compared 
to those in poor quality care are somewhat less 
than those for language, although still nearly 
half a standard deviation apart. The measures 
of children's attitudes and perceptions, the 
teacher-child relationship, and children's social 
skills were all scored on 1 -5 scales, with 1 
being low and 5 being high. The differences 
in scores between the highest and the lowest 
quality groups vary by nearly half a standard 
deviation on these measures as well, which is a 
meaningful difference. 

While better quality care had a positive 
influence on cognitive and socio-emotional 
outcomes for all children, in two instances 
higher quail " care had an even stronger 
positive influence for children typically 
considered at greater risk for school failure. 
Higher quality child care was even more 
strongly related to better language abilities for 
some groups of minority children. For 
children whose mothers had relatively less 
education, there was an even stronger 
relationship between being in higher quality 



"are and having more positive attitudes about 
their child care and their own competence. 

Further, some differences in the effects of 
quality were found by state, with stronger 
effects generally found for California than 
Colorado and North Carolina. This finding 
suggests that in states with a higher range of 
quality, the positive influence of better quality 
care on children's developmental outcomes is 
even stronger than in states with an overall 
lower level of quality. 

Overall, a positive relationship was found 
between child care quality and children's 
outcomes for all children, with an even 
stronger positive effect for typically at-risk 
children in two cases. These findings are 
consistent with a number of earlier studies that 
revealed the positive effects of early 
intervention programs on development for at- 
risk children (e.g., Campbell & Ramey, 1994; 
Lazar et a!., 1982; Schweinhart, Barnes, & 
Weikart, 1993; Wasik, Ramey, Bryant, & 
Sparling, 1990). The results are also 
consistent with studies that found positive 
relationships between developmental outcomes 
and child care quality (e.g., Bryant, Peisner- 
Feinberg, & Clifford, 1993; Goelman & 
Pence, 1987; Howes & Olenick, 1986; Howes, 
Phillips, & Whitebook, 1992; McCartney, 
1984; Phillips, McCartney, & Scarr, 1987; 
Ruopp, Travers, Glantz, & Coelen, 1979; 
Vandell & Powers, 1983; Whitebook, Howes, 
& Phillips, 1989). Much of this previous 
research has focused primarily on children 
from at-risk backgrounds, or has included 
centers within only a hmited range of child 
care quality. 

There are several important features 
surrounding the sample of children and centers 
that distinguish the current study: 1) children 
from a broad range of family backgrounds 
were included; 2) the sample of child care 
centers represented the full range of quality; 3) 
the centers in the study were representative of 
typical community child care; and 4) child and 
family characteristics known to relate to 
selection of child care and to children's 
developmental outcomes were controlled for, 
so that the findings represented the relationship 
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between care quality and child outcomes after 
taking these child and family characteristics 
into account. 

Looked at as a composite, our results indicate 
that the quality of child care is related to 
children's developmental outcomes for children 
from all backgrounds and in child care centers 
across the range of quality. While a substantial 
body of research shows the positive impact of 
early care and education experiences on the 
development of more at-risk children, there has 
been an undocumented assumption that children 
from middle-class families were buffered from 
the negative impact of poor quality child care 
by the positive influences of the family. 
Contrary to this belief, this study found that, in 
most cases, the impact of quality was similar 
for children despite differences in maternal 
education, gender, ethnic background, state, or 
center sector. For two measures, children 
from what are typically considered at-risk 
backgrounds benefitted even more from higher 
quality care than children from more 
advantaged backgrounds. These results suggest 
that while in some cases the positive effects of 
higher quality care are even more crucial for 
children from backgrounds associated with 
bei o at greater risk for school failure, quality 
of care affects J ; developmental outcomes of 
all children. The significant contribution of the 
present study is this consistent finding of a 
positive relationship for a variety of measures 
and across a wide-ranging sample, which 
attests to the strength of the influence of child 
care quality on developmental outcomes for all 
children. 

SUMMARY 



to both selection of child care and child 
outcomes. 

► this positive effect of better quality child 
care on children's cognitive and socio- 
emotional outcomes was found for children 
from a variety of backgrounds, based on 
maternal education and child ethnicity and 
gender. 

► The differences in children's 
developmental status by quality of child care 
were meaningful in a practical sense, with 
substantial differences in the scores (one-half to 
one standard deviation) for children in poor 
quality care compared to those in 
developmentally appropriate care, 
furthermore, all of the areas of development 
studied are relevant to children's adjustment to 
school and academic success, especially those 
showing the strongest differences (language 
ability and relationships with caregivers). 

► In two instances, quality of child care had 
an even stronger influence for children 
typically considered at greater risk for school 
failure (i.e., language ability for some groups 
of minority children and views of their child 
caie and themselves for children whose 
mothers had less education). 

► In some cases, state-related ch u-acteristics 
mediated the influence of child care quality on 
children's outcomes, so that the impact of 
quality was stronger where quality was higher 
overall than where it was generally lower. 



► Children in better quality child care 
evidenced better cognitive and socio-emotional 
outcomes across the variety of domains 
studied: language ability, pre-academic skills, 
attitudes toward child care and perceptions of 
their own competence, relationships with 
teachers, and social skills. This positive 
relationship between the quality of child care 
and children's developmental outcomes was 
found after accounting for a number of child 
and family characteristics known to be related 
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Table 14. 1 Relationship between Receptive Language Ability (PPVT-R) and Child Care Quality 

Table 14.2 Relationship between Pre-academic Skills (WJ-R) and Child Care Quality 

Thble 14.3 Relationship between Children's Attitudes/Perception of Competence and Child Care 
Quality 

Table 14.4 Relationship between Social Skills (CBI) and Child Care Quality 

Table 14.5 Rel«tionship between Teacher-Child Relationship (STRS) and Child Care Quality 

Table 14.6 Children's Developmental Outcomes by Quality of Child Care 



Table 14.1 

Relationship between Receptive Language Ability (PPVT-R) and Child Care Quality 



n = 763 





REGRESSION 
COEFFICIENT 


STANDARD ERROR 


PROCESS QUALITY 


4.38"' 


1.08 


MATERNAL EDUCATION 


1.38*" 


0.25 


CHILD ETHNICITY' 






African-American 


-30.83"* 


7.38 


Asian 


-3.84 


12.83 


l^fno 


-27.78** 


10.27 


Othgr 


-32.04*** 


9.05 


CHILD gender' 






Eioys 


-2.74** 


1.04 


STATE' 






CA 


4.55 


3.34 


CO 


10.56"* 


2.99 


CT 


10.45*" 


3.02 


SECTOR* 






Non-Profit 


-0.19 


2.90 


STATE X sector" 






CA 


-0.56 


4.01 


CO 


-7.26 


4.01 


CT 


1.57 


4.04 


QUALITY X ETHNICITY 






African-American 


6.57*" 


1.74 


Asian 


-0.80 


2.85 


latino 


5.58* 


2.67 


White 


8.::9*** 


2.04 


Other 


2.27* 


0.89 


INTERCEPT 


65.15*" 


4.77 



Note: *p<.05 
**p<.01 
***p<.001 

' Reference cell is White. 

' Reference cell is Giris. 

' Reference ceil is North Carolina For 

* Reference ceil is North Carolina For 

' Reference cell is North Carolina For 



-profit, 
-profit, 
-profit. 
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Table 14.2 



Relationship between Pre-Academic Skills (WJ-R) and Child Care Quality 



PRE-READING SUBTEST 
rt = 761 

REGRESSION 

COEFFICIENT STANDARD ERROR 


PRE-MATH SUBTEST | 
/I-722 1 
r AGRESSION 1 
COEFFICIENT STANDARD ERROR 


PROCESS QUALITY 


0.78 


0.58 


1.16* 


0.60 


MATERNAL EDUCATION 


1.01*** 


0.21 


0.92*** 


02^ 


CHILD ETHNICITY' 










African-AmericEin 


-3.29* 


1.35 


-7.17*** 


1.40 


Asian 


5.79* 


2.41 


-7.10** 


2.4a 


Latino 


-7.32*** 


2.22 


-9.40*** 


2.25 


Other 


-0.63 


1.71 


-1.79 


1.74 


CHILD GENDER^ 










Boys 


-2.44** 


0.85 


-2.50** 


0.88 


STATE' 










OA 


9.34*** 


2.41 


0.09 


2.44 


CO 


4.71* 


2.18 


4.35* 


2.21 


CT 


7.79*** 


2.19 


10.15*** 


2.32 


SECTOR* 










Non-profit 


0.75 


2.10 


-1.15 


2.13 


STATE X sector' 










OA 


-3.82 


2.89 


0.85 


2.93 


CO 


-2.36 


2.92 


-3.45 


3.00 


CT 


0.30 


2.92 


-0.93 


3.11 1 


INTERCEPT 


79.08"* 


3.50 


85.86*** 


3.60 1 



Note: *p<.05 
**p<.01 
***p<.001 

' Reference cell Is White. 

' Reference cell Is Girls. 

' Reference cell is North Carolina For-profit. 

* Reference cell Is North Carolina For-profit. 

' Reference cell Is North Carolina For-profit. 
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Table 14.3 



Relationship between Children's Attitur* 'Perceptions of Competence 

and Child Care Uijality 



n = 759 





REGRESSION 
COEFFICIENT 


STANDARD ERROR 


PROCESS QUALITY 


0.33* 


0.16 


MATERNAL EDUCATION 


0.10 


0.05 


CHILD ETHNICITY' 






African-American 


-0.47*** 


0.09 


Asian 


0.08 


0.16 


Lad no 


-0.53*** 


0.15 


Other 


-0.24* 


0.12 


CHILD gender' 






Boys 


-0.12* 


0.05 


STATE^ 






OA 


-0.74* 


0.32 


CO 


0.17 


0.32 


CT 


-0.46 


0.34 


SECTOR* 






Non-Profit 


0.13 


0.12 


STATE X sector' 






OA 


-0.05 


0.16 


CO 


■0.25 


0.16 


CT 


-0.20 


0.16 


GENDER X ETHNICITY^ 






AfriCcin-American 


0.21 


0.13 


Asian 


-0.43 


0.24 


Latino 


0.34 


0.21 


Other 


0.23 


0.17 


QUALITY X EDUCATION 


-0.02* 


0.01 


QUALITY X STATE 






OA 


0.43* 


0.17 


CO 


0.25 


0.17 


CT 


0.40* 


0.18 


NC 


0.P.5 


0.16 


INTERCEPT 


3.16*** 


0.69 



Note: *p<.05 
**p<.01 
***p<.001 

' Reference cell is White. 

' Reference cell is Girls. 

' Reference cell is North Carolina For-profit. 

* Reference cell is North Carolina For-profit. 

' Reference cell is North Carolina For-profit. 

' Referenco cell is White Girls. 
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Table 14.4 

Relationship between Social Skills (CBI) and Child Care Quality 



POSITIVE BEHAVIOR FACTOR 
n = 735 

REGRESSION 

COEFFICIENT STANDARD ERROR 


SOCIABILITY FACTOR 
n = 736 

REGRESSION 

COEFFICIENT STANDARD ERROR 


PROCESS QUALITY 


0.08* 


0.04 


0.07* 




0.04 


MATERNAL EDUCATION 


0.04*** 


0.01 


0.02 




0.01 


CHILD ETHNICITY' 












African -American 


-0.28** 


0.09 


-0.07 




0.09 


Asian 


-0.16 


0.14 


-0.09 




0.14 


Lilino 


-0.30' 


0.13 


-0 22 




0.13 


Other 


0.07 


0.10 


-0.05 




0.10 


CHILD gender' 












Boys 


-0.23*** 


0.05 


-C.09 




0.05 


state' 












CA 


-0.03 


0.16 


0.09 




0.17 


CO 


-0.09 


0.15 


0.06 




0.15 


CT 


-0.06 


0.15 


0.13 




0.15 


sector* 












Non-Profit 


-0.09 


0.15 


0.14 




0.15 


STATE X sector' 












CA 


0.09 


0.20 


-0.13 




0.21 


CO 


0.15 


0.20 


-0.14 




0.21 


CT 


0.01 


0.20 


-0.11 




0.21 


INTERCEPT 


2.94*** 


0.22 


3.41*" 




0.23 
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Table 14.4 continued 





PROBLEM BEHAVIOR FACTOR 
ns735 

REGRESSION 

COEFFICIENT STANDARD ERROR 


PROCESS QUALITY 








0.02 


0.04 


MATERNAL EDUCATION 








-0.05"* 


0.01 


r*uii n rTi-iwir*iTV^ 

^riiLU c 1 riNI^I 1 T 






AVfrican-American 






Asian 


0.11 


0.10 


Latino 


-0 06 


0.17 


Other 


0.02 


0.16 




-0.20 


0.12 


CHILD GENDER' 






Boys 








0.32*** 


0.06 


STATE^ 






CA 






CO 


-0.30 


0.18 


CT 


-0.09 


Co 




.11 


0.16 


SECTOR* 






Non-Profit 








0.03 


0.16 


STATE X SECTOR^ 






CA 






CO 


0.17 


0.21 


CT 


-0.02 


0.22 




-0.24 


0.22 


INTERCEPT 








3.07*** 


0.25 



Note: *p<.05 
**p<.01 
"*p<.001 

' Reference cell Is White. 

^ Reference cell Is Giris. 

' Reference cell is North Caroiina For-profit. 

* Reference cell is North Caroiina For-profit. 

' Reference cell is North Carolina For-profit. 
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Table 14.5 

Relationship between Teacher-Child Relationship (STRS) and Child Care Quality 



/7 = 763 



GLOBAL POSITIVE ASPECTS FACTOR 
n = 736 

REGRESSION 

COEFFICIENT STANDARD ERROR 


GLOBAL NEGATIVE ASPECTS FACTOR 
REGRESSION 

COEFFICIENT STANDARD ERROR 


PROCESS QUALITY 


0.08* 


0.04 


0.01 


0.04 




MATERNAL EDUCATION 


o.or,' 


0.01 


-0.02 


0.01 




CHILD ETHNICITY' 

African -American 

Asian 

Latino 

Other 


-0,25* 
-0.05 
-0.32* 
-0.06 


0.10 
0.15 
0.15 
0.12 


0.03 
-0.05 

0.11 
-0.01 


0.07 
0.11 
0.10 
0.08 




CHILD gender' 

Boys 


-0.23*" 


0.05 


0.06 


0.04 




STATE' 
CA 

CO 
CT 


•0.72 
Oil 
0.16 


0.39 
0.38 
0.41 


-0,29 
-0,13 
-0,12 


0.16 
0.14 
0.15 




SECTOR' 

Non-Profit 


0.09 


0.15 


-0,03 


0.14 




STATE X SECTOR* 
CA 

CO 
CT 


-012 
■0.10 
-0.23 


020 
0.19 
0.20 


0.20 
0,13 
-0.09 


0.20 
0.19 

0.20 




GENDER X ETHNICITY' 

A/rican-American 

Asian 

Latino 

Other 


0.29* 
-0,12 
0.47' 

0.26 


013 
0.23 
0.20 
0,17 








QUALITY X STATE 

CA 
CO 
CT 
NC 


021" 
0.01 
0.03 
0.07 


0.07 
0.07 
0.07 
0.07 








INTERCEPT 


3.72"* 


0.27 


2.32*" 


0.19 





Note: *p<.05 
**p<,01 
***p<.001 

' Reference cell Is White. 

^ Reference cell is Girls, 

^ Reference cell is North Carolina For-profit 

* Reference cell is North Carolina For-profit 
' Reference cell is North Carolina For-profil 

* Reference cell is White Girls. 
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Table 14.6 

Children's Developmental Outcomes by Quality of Child Care 







QUALITY OF CHILD CARE 


1 








DEVELOPMENTALLY 




CHILD OUTCOME 


POOR 


MEDIOCRE 


APPROPRIATE 


OVERALL 




n = 141-154 


n = 385-416 


n = 239-251 


n = 768-821 


RECEPTIVE LANGUAGE*" 


85,6 


93,3 


99.7 


93.8 




(19,2) 


(17.4) 


(17,4) 


(18,4) 


PRE-ACADEMIC SKILLS 










Pra-Math* 


98 9 


101.9 


105.4 


102.4 




(14,1) 


(13,2) 


(13,4) 


(13.6) 


Pre-Reading 


96.7 


99,6 


102,2 


99,9 




(15.0) 


(12,2) 


(12.8) 


(13.1) 


ATTITUDESff'ERCEPTIONS* 


4,2 


4.4 


4,4 


4,3 




(0,6) 


(0.6) 


(0.6) 


(0.6) 


TEACHER-CHILD RELATIONSHIP 










Positive Aspects* 


4,0 


4,1 


4.3 


A2 




(0,7) 


(0,7) 


(0.6) 


(0.6) 


Negative Aspects 


2.1 


2.1 


2.0 


2.1 




(0.6) 


(0.6) 


(0.6) 


(0.6) 


SOCIAL SKILLS 










Positive Behavior* 


3,5 


3.6 


3,8 


3.6 




(0,7) 


(0,7) 


(0.7) 


(0.7) 


Sociability* 


3.8 


4,0 


4.1 


4,0 




(0.7) 


(0.7) 


(0.7) 


(0.7) 


Problem Behavior 


2,6 


2,4 


2.4 


2,4 




(0.3) 


(0.9) 


(0.9) 


(0.9) 1 



Note: *p<.05 
**p<.01 
***p<,001 
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Chapter 15 

Major Findings and 
Recommendations 
from the Study 

fey SHARON LYNN KAGAN, 
RICHARD M. CLIFFORD, SUZANNE W. 
HELBURN & THE RESEARCH TEAM 



OVERVIEW 

The Cost, Quality and Child Outcomes in 
Child Care Centers Study has collected 
comprehensive information on some 400 child 
care centers and over 800 children from a 
subset of those centers in four states. Previous 
chapters have described the study in detail and 
have presented the analyses. This chapter 
presents the big picture of the study findings. 
Whereas the introductions to Parts 2 and 3 and 
the chapter summaries provide a more detailed 
review, this chapter descrioes the overarching 
issues that emerged from the analysis of the 
data, focusing on those that are particularly 
important in understanding the environment in 
which child care is provided in center-based 
settings in this country. This chapter also 
presents the recommendations and action steps 
which flow from the project findings, 
recommen-dations that will help guide public 
policy making and practice in the field. 



MAJOR FINDINGS 

Quality 

Based on criteria established by the early care 
and education (ECE) professional communities, 
good-quality child care is defined as that which 
is most likely to support children's positive 
development. To ascertain classroom quality, 
trained observers used instruments that 
permitted evaluation of the quality of the total 
child environment as well as more specific 
aspects of the relationship between teacher and 
child (see Chapter 6 for detail) . An overall 
index of center quality was constructed, scaled 
from 1 to 7 with 1 as inadequate and 7 as 
excellent quality . Scores below 3 are referred 
to as poor or less than minintal; those that are 
at least 3 but less than 5 as mediocre; and 
those that are 5 as good and over 5 as 
developmentally appropriate. 

*• FINDINC, I. Child care at most 
centers in the United States is poor to 
mediocre, with almost half of the 
infants and toddlers in rooms at less 
than minimal quality. 

The level of quality at most U.S. child care 
centers, especially in infant/toddler rooms, 
does not meet children's needs for health, 
safety, warm relationships, and learning. 
While there is a great deal of variation in the 
sample, the mean score for all centers in the 
study was 4.0, a full point below the good- 
quality level (5). Only one in seven centers 
(14%) received a rating of developmentally 
appropriate (5 or above), and one in eight 
(12%) were less than minimal (less than 3). 
Figures 15.1 through 15.3 show the 
distribution of the scaled quality index scores 
(Fig. 15.1) and the global environment scores 
for preschool rooms (Fig. 15.2 - ECERS 
scores) and infant/toddler rooms (Fig. 15.3 - 
ITERS scores). 

Child care for infants or toddlers is of 
particular concern. While infant/toddler 
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teachers are at least as sensitive as - and spend 
more time being responsive thari - preschool 
teachers, they are in settings that are less 
healthy and safe, and provide overall care that 
is less developmentally appropriate as shown in 
the global measures of quality of care. In fact, 
of the 225 infant or toddler rooms observed, 
only 1 in 12 (8%) were in the developmentally 
appropriate range, while 2 in 5 (40%) rated in 
the poor range. Babies in poor-quality rooms 
are vulnerable to more illness because basic 
sanitary conditions are not met for diapering 
and feeding; are endangered because of safety 
problems that exist in the room; miss warm, 
supportive relationships with adults; and lose 
out on learning because they lack the books 
and toys required for physical and intellectual 
growth. 

While neither the National Child Care Staffing 
Study (Whitebook, Howes, & Phillips, 1990) 
nor the current study have truly nationally 
representative samples, there is some evidence 
that the quality of infant/toddler care has 
declined in the interval between the studies. 
Preschool quality seems to be virtually identical 
in the two samples. 

► FINDING 2. Across all levels of 
maternal education and child gender 
and ethnicity, children 's cognitive and 
social concurrent development are 
positively related to the quality of 
their child care experience. 

Children in higher quality preschool classrooms 
display greater receptive language ability and 
pre-mathematics skills, and have more 
advanced social skills than those in lower 
quality classrooms. Children lu higher quality 
centers have more positive self-perceptions and 
attitudes toward their child care, and their 
teachers are more likely to have warm, open 
relationships with them. All of these factors 
are considered important to a child's capacity 
to enter school ready to learn. Further, these 
relations were obtained in analyses that 
controlled for child and parent characteristics 
known to be related to both child care selection 
and developmental outcomes, including 
maternal education and child gender and 
ethnicity. 



While many previous reseaich projects have 
studied the impact of child care on the 
development of at-risk children, this study 
focuses on the broad range of children in 
center care. For these children, developmental 
outcomes on a wide variety of measures 
improve with the quality of the center across 
all levels of maternal education and child 
characteristics. In some instances qi 'yhad 
even more impact on children typically 
considered at risk (specifically on receptive 
language ability of minority children and on the 
self-perception of children of less educated 
mothers). 

Study investigators are currently following a 
subsample of children as they move into school 
to determine the impact of child care quality on 
changes in developirsntal status over time and 
to document the impact on school readiness and 
performance. 

► FINDING 3. The quality of child 
care is primarily related to higher 
staff :child ratios, staff education, 
staff wages, administrators ' exper- 
ience and curriculum support, and 
teacher turnover. In addition, certain 
characteristics discriminate among 
poor, mediocre, and good-quality 
centers, the most important of which 
are teacher wages, education, and 
specialized training. 

This study affirms how important the ratio of 
adults to children is to quality of services. In 
the regression analyses to predict the 
determinants of quality, the staffxhild ratio is 
the most significant determinant of quality, 
even when controlling for other factors 
affecting quality. Center quality also increases 
as the percentage of center staff with a 
baccalaureate degree increases. An increase in 
a center administrator's experience and his/her 
level of support in developing curriculum 
generate higher quality, all else being constant. 
Interestingly, quality, as measured in this 
study, was not related to size of the center. 

Somewhat different resuhs were obtained from 
the hierarchical regression and the econometric 
analyses with respect to the effects of wages 
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and staff turnover. Both showed an 
independent positive effect of wages on quality, 
holding all other factors constant. In the 
hierarchical analysis, the average center wage 
of all teaching staff was found to be 
significant, while in the econometric analysis 
the average wage of staff with a high school 
degree or less was significant. The 
econometric analysis showed a significant 
relation between the annual turnover rate of 
teachers and teacher-directors, while in the 
hierarchical regressions teacher turnover was 
not quite significant fit the 5% level. 

Finally, it should be remembered that both 
regression analyses explained about half of the 
variance in quality. Although the fit of these 
data to the estimated models is quite 
satisfactory, it is nevertheless true that the 
models have left much unexplained. 

A discriminant analysis identified classroom 
and center characteristics that distinguished 
among centers of poor, mediocre, and good 
quality. This analysis was particularly 
successful in identifying poor-quality centers, 
but only moderately helpful in discriminating 
Detween mediocre care and good-quality care. 
The most important discriminators were 
average teacher wage rates, and teaching staff 
education and specialized training. 

Previous studies have found different measures 
of the quality of the workforce (general 
education or specialized training) to be a 
predictor of program quality. In this work, 
these two measures v/ere highly correlated. 
Differing use of staff resources across sectors 
may confound the impact of education and 
specialized training, but it is clear that there is 
a strong relation between the education and 
training of the workforce and quality of 
services. 

► FINDING 4. States with more 
demanding licensing standards have 
fewer poor-quality centers. Centers 
that comply with additional standards 
beyond those required for licensing 
provide higher quality services. 



More poor-quality centers were found in North 
Carolina than in the other three states, 
especially in the for-profit sector. Of the four 
states included in the study. North Carolina is 
the state with the least stringent child care 
standards. For example, at the time of data 
collection. North Carolina allowed 1 adult to 
"very 6 infants or 15 three-year-olds, while the 
other states required 1 adult to every 4 or 5 
infants or 10 or 12 three year-olds. Similarly, 
North Carolina required lar less early 
childhood education of its center staff than did 
the other three states. 

In addition, centers that meet higher standards 
than required of all centers in their state in 
order to receive public funding pay higher 
wages, provide better benefits and working 
conditions and have higher overall quality. 
Finally, accredited centers, those that 
voluntarily meet a higher set of standards 
specified by an outside organization, have 
higher quality than do nonaccredited centers. 

► FINDING 5. Three specific types 
of centers provide higher than 
average overall quality. A major 
characteristic these centers share is 
that they have access to extra re- 
sources that they use to improve 
quality. 

The 28 centers operated by a variety of public 
agencies (in public schools, state colleges, and 
universities, or operated by municipal 
agencies), the 16 worksite centers, and the 30 
centers with public funding tied to higher 
standards (the same group cited in Finding 4) 
provide higher quality care than other centers. 
With a few exceptions they share the following 
characteristics: they have higher expended 
costs and total revenue per child hour, have 
more donated resources, and are less dependent 
on parent fees than other centers; they pay 
higher wages and provide more staff benefits; 
they have higher staffchild ratios; and teachers 
have more education, more specialized 
training, and longer tenure in the centers. 

The econometric analysis shows that centers 
operated by public agencies (and nonprofit 
centers in general) use resources as efficiently 
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as other centers. That is, for a particular level 
of quality, wage rates, full-time-equivalent 
(FTE) children, and size of facility, the cost 
per child hour is the same as at other centers. 

These results suggest that quality is higher in 
centers that have in-kind donations or outside 
funding that tliey use to increase quality. 
While parent fees may represent a major 
source of revenue (for instance, in the worksite 
centers and centers operated by state colleges 
or universities), these centers do not have to 
depend solely on parent fees to finance the 
provision of quality services. 

Costs, Revenues, and Subsidies 

The following lenninology is used in this 
report to discuss costs and revenues. Expended 
cost refers to cash costs that are actually 
incurred to run centers. Donations represent 
the dollar value of the goods and services that 
are donated by individuals and agencies to 
support child care. Those donations - 
facilities, volunteer services, or oth-^r kinds of 
goods or services - are included to report 
accurately all of the costs of providing care. 
Foregone earnings is the difference between a 
staff person's earnings in another occupation 
(based on the person's education, sex, age, and 
race) and the person's actual earnings as a 
child care worker. Full cost is the amount it 
would take to operate centers if all costs were 
included; it equals expended costs plus 
donations plus foregone wages. Total revenue 
is the total amount of income received by a 
center, including fees paid by parents, publicly 
reimbursed fees, USDA food grants, other 
public funds, sponsor and other private 
contributions, and other revenue. 

*- FINDING 6. Center child care, 
even mediocre-quality care, is costly 
to provide. Even so, donations and 
foregone wages are large, accounting 
for more than one-fourth of the full 
cost of care. 

The average expended cost or cash cost is $95 
per week, or $2.1 1 per child hour, to provide 
mediocre care. In this labor-intensive industry, 
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labor costs account for 70% of total expended 
costs. Facilities costs represent 16%, and all 
other cash expenses make up only 14% of the 
total. That expended costs ai'e not even higher 
is due to the use of primarily female employees 
(97% were women in this sample) who earn 
even less in child care than they could in other 
female-dominated occupations. In this study, 
the mean foregone earnings given up by 
teachers was $5,238 per year; assistant 
teachers gave up $3,582 per year. 

The mean full cost of producing center child 
care services is $2.83 per child hour ($127 per 
week), or $.72 per child hour more than 
expended costs. This additional cost comes 
from workers who contribute 19% of full costs 
($.54 per child hour) in foregone wages and 
benefits; occupancy donations, which average 
about 5% of full cost ($.14 per child hour); 
and volunteer services and donated goods, 
which represent 2% of full costs ($.06 per 
child hour). These donations and foregone 
earnings make up over 25% of the full cost of 
child care. 

The amounts of foregone earnings and in-kind 
donations vary by state. When foregone 
earnings are adjusted for regional differences in 
the cost of living, they are smaller where 
overall quality is higher, and larger where 
overall quality is lower. This suggests that 
child care staff are being paid closer to the 
market value of their human capital attributes 
in the states with higher quality. 

A comparison of the expended cost of child 
care with a typical family's income indicates 
the high cost of producing even mediocre- 
quality care. The average annual expended 
cost paid by a center to provide services for 
one child is $4940 per year. In 1993 in the 
U.S., this represented 8% of the median dual- 
earner family before-tax income of $60,000, 
and 23% of the median before-tax income of 
$21,000 for families headed by a single parent 
{Statistical Abstract of the U.S. 1994, pages 
429 and 474). The full cost of care represents 
11% and 31%, respectively, of these incomes. 
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► FINDING 7. Good-quality 
services cost more, but not a lot 
more. 

The cost functions revealed that the cost of 
providing care is modestly and positively 
related to the level of quality of services. The 
additional cost to produce good-quality services 
(index = 5) compared to mediocre-quality care 
(index = 4) was about 10% more than child 
care cost at centers of average quality. The 
cost of increasing quality increases, however, 
at higher levels of quality. 

Results of this study indicate that centers 
providing good-quality services have the 
resources to provide quality, but on average 
they do not spend a lot more per child hour 
than centers providing mediocre quality. 
Commitment to providing good-quality care, 
backed up by the ability to create a nurturing 
learning environment, appears to be crucial in 
the provision of good-quality care. At this 
stage of development of the child care market, 
where altruistic values motivate directors and 
staff at some centers, higher quality is not 
necessarily associated with much higher cost. 
Nevertheless, better quality care is more 
costly. For instance. Finding 5 above indicates 
that centers with access to more financial 
resources tend to use these resources to provide 
higher quality. Furthermore, good-quality 
centers pay higher wages and have more 
sources of revenue and support. 

This 10% estimate is based on cross-sectional 
data and cannot, therefore, be used to project 
the quality change from increasing industry- 
wide expenditures. For a 10% increase in cost 
to significantly improve quality, the money 
would have to be spent wisely and not cause 
any increase in the prices of resources used. 

► FINDING 8. There are econ- 
omies of scale in providing child care. 

Economies of scale exist in child care, which 
show up in two ways. First, the larger the 
number of children served (up to the legal 
capacity of the center) and/or the longer the 



hours of service, the lower the cost per child 
hour for a particular level of quality. That is, 
using the same facility space, serving more 
children or serving them more hours brings 
about a proportionately smaller increase in cost 
per child hour. Second, larger centers, those 
designed to serve a larger number of FTE 
children, also have lower average total 
expended costs per child hour than centers 
designed to serve a smaller number of 
children, even holding quality constant. Since 
size of center is not related to quality of 
services (see Finding 3 above), the ability to 
take advantage of scale economies can be a 
strategy for improving quality, given that 
staffxhild ratios and levels of teacher education 
are maintained. 

► FINDING 9. Cash payment from 
government and philanthropies 
represent 28% of center revenue and 
demonstrate a social commitment to 
share the expenses of child care 

To some extent, center child care is considered 
both a merit and a collective good. It is a 
merit good to the extent that it is considered an 
important service that some children need 
regardless of their family's ability or 
willingness to pay. It is a collective good to 
the extent that we recognize the collective 
benefit received by the society from providing 
child care to some children. That such views 
exist is demonstrated by philanthropic 
contributions, public funding of centers, and 
child care tax credits which help reduce the 
fees paid by parents and other purchasers of 
chiid care. 

For the whole sample, including families 
whose child care is subsidized, parent 
payments to centers represent the equivalent of 
$1.55 per child hour or $70 per week. This 
represents 71% of center revenue (and 55% of 
full cost). For families that pay full tuition, 
preschool tuition averages $1.92 pe. hild hour 
or $86 per week. If the typical family elects to 
take the federal child care tax credit available 
to them, this represents another government 
contribution, reducing parent expense by an 
estimated average of $.21 per child hour (20% 
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of $200 per nionth/193 hours per month) or by 
$40 per month. 

Sector Differences 

Child care centers operate in a mixed market 
made up of private nonprofit centers, nonprofit 
publicly operated centers, and centers owned 
and operated for profit. The fact that different 
kinds of financial structures co-exist and 
compete in local markets can affect the cost 
and quality of services. 

► FINDING 10. There are 
differences between for-profit and 
nonprofit sectors. Overall quality of 
services, however, is not significantly 
different between the two sectors 
except in the one state with very lax 
licensing standards. 

Quality is not significantly different between 
for-profit and nonprofit centers except in North 
Carolina, where for-profit centers provide 
much lower quality care. In addition, the 
econometric analysis indicates that there is no 
significant difference in variable costs per child 
hour between the two sectors, holding constant 
the number of hours of service, quality, wage 
rates paid, and size of facility. This means 
that the nonprofit sector is about as efficient in 
the use of resources as the for-profit sector. 

Despite overall similarities, there are also 
differences. In nonprofit centers staffxhild 
ratios in preschool rooms are higher than those 
in for-profit centers; teachers and teacher- 
directors have more specialized training and 
formal education; assistant teachers and teacher 
directors have more prior experience; staff 
have ^vorked more months at the center; and 
annual turnover rates are lower. Nonprofit 
centers pay higher wages, and the foregone 
earnings of their staff are lower than those in 
for-profit centers. 

With respect to these sector comparisons, it 
should be noted that the analysis of quality, 
which points to the impor»ance of staffing 
ratios and teacher qualifications, nevertheless 
accounts for only half of the variance in quality 



levels in the sample. The missing factors must 
help explain this apparent anomaly. 

► FINDING 11. Within each sector, 
particularly the nonprofit sector, there 
is variation by subsectors in center 
characteristics and quality. 

To examine differences within each sector the 
nonprofits were divided into three subsectors 
(1) independent nonprofit, (2) church-affiliated 
nonprofit, and (3"> publicly operated nonprofit. 
The for-profits were also divided into three 
subsectors (1) independent for-profits, (2) local 
chains, (3) and national systems. 

Within the for-profit sector, there is 
considerable homogeneity among the three • _ 
subsectors with regard to staffing ratios and 
staff quality. In addition, the different 
subsectors do not significantly differ in their 
costs, revenues, wages, and overall quality of 
services. National systems do, however, offer 
more staff benefits such as health insurance, 
maternity leave, and staff child care discounts. 
Centers that are part of national and local 
systems serve significantly more children then 
do independent nonprofits, and centers in 
national systems have a larger percent of 
vacancies. 

Nonprofits are less homogeneous; indeed, there 
are important differences among subsectors. 
Centers operated by public agencies have 
higher costs, revenues, and quality than other 
nonprofit centers. Church-affiliated centers 
have lower staffxhild ratios, lower levels of 
trained and educated staff, lower wages, lower 
cost and revenues per child hour, and lower 
overall quality than other nonprofits, even 
when other factors affecting quality are held 
constant. These centers seem to resemble for- 
profit centers more closely than other centers 
in Ihe nonprofit sector. 

These findings dispel the notion that quality (or 
lack thereof) is crisply aligned with a particular 
sector. To the contrary, these findings suggest 
that it is difficult to associate any given level of 
quality with a sector overall; rather, levels of 
quality may be more clearly aligned with 
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subsectors. Profit status does not seem to 
distinguish between quality of services as much 
as the extent to which centers receive 
significant sources of revenue other than parent 
fees. For-profit and church-affiliated centers 
have in common their dependence on parent 
fees as their major source of revenue. 

The Economic Environment 

A unique focus of this study was to learn more 
about the effects of market conditions on the 
cost and quality of care. For instance, 
differences in short-run demand and supply 
conditions faced by for-profit and nonprofit 
sectors or subsectors may affect the cost and 
quality of care provided in the market. 

► FINDING 12. Characteristics of 
the market setting for child care - 
notably, market competition and 
subsidy dependence - affect center 
finances. For-profit and nonprofit 
centers face different competitive 
conditions that can affect their 
performance. 

This study indicates that child care markets 
appear to be highly competitive. First, centers 
in for-profit and nonprofit sectors charge 
similar fees per child hour. Second, both 
sectors seem to minimize costs. Third, both 
sectors earn similar low rates of profit 
(surplus) on sales (less than 4%). 

Despite evidence of a high degree of 
competition between sectors, the composition 
of costs and the ability to take advantage of 
scale economies is different. For-profit centers 
spend a higher percentage of total costs on 
facilities and a smaller percent on labor, which 
could lower quality. These centers, however, 
typically serve a larger number of children 
and/or provide more hours of service than do 
nonprofit centers. That allows for-profit 
centers to operate at lower average cost per 
child and enables them to compete successfully 
with their nonprofit counterparts at a given 
level of quality. Nonprofit centers, many of 
which depend on donated facilities, may not 
have the option of increasing their size to take 
advantage of economies of scale. 



Offsetting the economies of scale advantage of 
the for-profits, is the donations advantage of 
the nonprofits. This reduces nonprofit facilities 
costs and allows the nonprofit centers to spend 
more on labor within a similar cost per child 
hour. 

► FINDING 13. There is evidence 
of inadequate consumer information, 
which creates market imperfections 
and reduces incentives for some 
centers to provide good-quality care. 

This study suggests some reasons for the 
prevalence of low-quality child care, 
particularly for centers dependent on parent 
fees. In the study, while parents report they 
value the characteristics of good-q:iality child 
care, they substantially overestimate the quality 
of services their children are receiving. Ninety 
percent of parents rated the programs in which 
their children were enrolled as very good, 
while the ratings of trained observers indicate 
that most of these same programs were 
providing care that ranges from poor to 
mediocre. 

There are numerous possible explanations for 
this discrepancy between parent and observer 
ratings, some of which were investigated. For 
instance, there is evidence that parents are 
hindered in assessing care by the inherent, 
difficulty of monitoring service. The disparity 
between the scores given by parents and the 
observers' assessments of quality is higher for 
aspects of care that are difficult for parents to 
observe. Also, parents' priorities seem to 
affect their assessments. The more they value 
an aspect of care, the greater the disparity 
between their evaluation and that of the trained 
observer. There may be other reasons why 
parents rate their child care arrangement 
highly. For instance they may not feel that 
they have a choice of care, or they may never 
have observed good-quality care, giving them 
no basis of comparison. 

The apparent inability of parents to recognize 
good-quality care implies that they do not 
demand it. There is little difference in fees 
between poor-quality and high-quality centers. 
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with the possible exception of California, 
which lends credence to this hypothesis. 
Equally important, under these conditions, 
given both a competitive market that equalizes 
fees across centers and parents' difficulty in 
identifying center quality, centers dependent on 
parent revenues have no incentive to provide a 
higher level of quality at higher cost. 

The findings do suggest that centers are 
providing the services parents demand so they 
can go to work. Preschool classrooms meet 
health and safety needs. Centers in the sample 
are open long hours, 10 to 12 hours per day. 
They provide part-time care, before-school and 
after-school programs, and summer camps. 
Parents, however, while they value good- 
quality services, apparently are not demanding 
quality. To the extent that government 
agencies involved in purchasing care for low- 
income children impose low payments for 
services through funding caps and insufficient 
reimbursement rates, they too contribute to 
lowering the demand for good-quality child 
care. 



SUMMARY AND IMPLICATIONS 

Good-quality child care matters to children's 
cognitive and socio-emotional development. 
Despite the importance of good-quality child 
care, only one in seven centers provides a level 
of child care quality that promotes healthy 
development and learning. These findings 
confirm earlier reports about the quality of 
child care available to the average family in the 
United States, presented in the National Child 
Care Staffing Study (Whitebook, Howes, & 
Phillips, 1989) and the Study of Children in 
Family and Relative Care (Galinsky, Howes, 
Kontos, & Shinn, 1994). Results from the 
current study indicate that care for infants and 
toQdlers may be even lower quality than 
previously thought. 

This does not mean that good-quality care does 
not exist or that the early childhood profession 
does not know how to provide it. First, we 
know that high staffichild ratios, more highly 
educated staff, administrators with more 
experience providing more curriculum 



leadership, and staff stability at the center 
together do much to create good-quality 
services. 

Second, this study confirms that weak licensing 
standards are linked to lower quality services, 
with for-profit centers and church-affiliated 
centers being particularly affected by weak 
standards. Conversely, accredited centers have 
higher quality. It appears that publicly 
operated centers, worksite centers, and centers 
that conform to higher standards in order to 
receive public funding have higher quality; 
those centers seem to have additional sources 
of revenue or support such as sizeable 
donations or cash contributions, which they use 
to raise quality. Moreover, we have seen that 
taking advantage of economies of scale can 
reduce costs, thus permitting an increase in 
quality. 

Third, lower quality centers pay lower wages. 
We also found that wages of women working 
in child care are low, even compared to 
women's wages that already are lower than 
men's wages. Foregone earnings are lower in 
publicly operated and worksite centers where 
quality is higher. Foregone earnings and staff 
turnover rates were highest in Colorado, so 
that there is reason to believe that higher 
foregone earnings reduce staff job satisfaction 
and increase turnover. 

Finally, market characteristics and 
imperfections affect the cost and provision of 
quality. Efficient narkets require that buyers 
have full information. Until parents and other 
purchasers of care can easily distinguish good 
from mediocre and poor-quality centers, and 
demand higher quality, centers cannot increase 
their fees to cover the increased costs of 
providing better care. Since, in this study the 
fee differential between centers offering 
mediocre and good quality services was smaller 
than the cost differential, most centers cannot 
afford to provide better quality, given the 
existing fee structure. 
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RECOMMENDATIONS FOR ACTION 

In this nation, there is a commitment that by 
year 2000, children will enter school ready to 
leam. Yet despite this intent, the reality of 
child care in the United States today makes it 
unlikely thai we will reach that goal. Unless 
poor-quality child care is curtailed, the 
development and well-being of large numbers 
of our nation's children may be jeopardized. 
To that end, we make only one 
recommendation based on the following 
assumptions: 

Child care participation will remain totally 
voluntary; that is, parents will have the 
right and responsibility to choose whether 
or not they use child care 

Parents' right to choose child care will be 
preserved; that is, parents will have the 
right and responsibility to select the type of 
child care they wish; 

Child care will remain a mixed sector 
industry; that is, centers will continue to 
operate in the profit, nonprofit, and public 
sectors; 

As a merit good , a service we as a society 
want to provide for all children, the 
financing of quality child care will 
continue to be shared by responsible 
parties; that is, to the extent feasible, 
families will help pay for child care, as 
will responsible employers, philanthropic 
organizations, and the government. 



THE NATION MUST COMMIT TO 
IMPROVING THE QUALITY OF 
CHILD CARE SERVICES AND TO 
ENSURING THAT ALL CHILDREN 
AND THEIR FAMILIES HAVE 
ACCESS TO GOOD PROGRAMS. 
THAT IS, GOOD-QUALITY CHILD 
CARE MUST BECOME A MERIT 
GOOD IN THE UNITED STATES. 

Earlier in this report (chapter 2 and Finding 9 
above), child care services were described as a 
merit good, by which we meant that many 



groups in society value the service enough (like 
other merit goods) to think it needs to be 
supplied to individuals and families in larger 
quantities than would be supported by private 
demand. Inherent in the definition of a merit 
good is an understanding that altruistic citizens 
- and possibly the public at large - value th', 
service enough to make it available to families 
who will not, or who cannot, purchase it on 
their own. 

There are difficulties with characterizing good- 
quality child care as a merit good. First, it 
does not now represent reality; our society 
does not appear to value quality in child care. 
Further, it could be construed to infer that as a 
merit good, all child care in the United States 
should become the purview of the government. 
Discussing these caveats is essential to 
clarifying both our construct of merit good and 
the recommendation we make. 

First, while many may ideally wish to regard 
good-quality child care as a merit good, the 
hard reality is that child care in the United 
States is more akin to the service of last resort, 
at both individual familial and institutional 
policy levels. For families, child care is the 
last resort because it cannot be chosen for the 
benefits that will accrue to children as a result 
of their participation (though clearly parents 
hope this will be the case). It is chosen 
because it is a service that enables parents to 
meet their primary mission of gainful 
employment. Similarly, at the institutional 
policy level, public child care has historically 
been an enabling service - for instance, it 
enabled Rosie to rivet during World War II. 
Child care, then, is not currently seen as a 
merit or aitnjistic good, delivered for its 
inherent value or contributions to children. It 
is not and never has been an altruistic national 
goal; it is and always has been a means to 
supporting workers (or future workers) through 
greater social or personal crises. 

Illustrative of this point is current child care 
related public policy, much of which seems 
designed to produce mediocrity. Federal tax 
credits are limited to the first $200 per month 
of care, a figure that would, at most, cover 
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minimal quality. Credits for costs of providing 
higher qualit.' ":'o not exist. Federal rules for 
reimbursement of child care cost based on 75% 
of market prices of child care reflect a concern 
for cost, not quality. Lack of differential 
reimbursement incentives for developmentally 
appropriate quality, or even monitoring 
thereof, implies that quality does not matter. 
Wage levels that push workers out of the 
industry in search of higher incomes suggest 
little regard for the skills that produce higher 
quality care. 

It is not sufficient to have any child care as a 
merit good; it must be good-quality child care. 
We say this because the level of quality matters 
for young children. To advocate for any child 
care as a merit good would belie the very 
intent of merit good. A merit good must, 
indeed, be of merit; anything less than good- 
quality developmentally appropriate care - 
because of its deleterious effect - cannot be 
even casually deemed oi' merit. Consequently, 
we call for good-qualitv child care as a merit 
good. 

Second, while discussions of merit goods may 
become confounded with public or collective 
goods, we distinguish between these terms, 
suggesting that good-quality child care be 
recognized primarily as a merit, not a 
collective good. We do so because suggesting 
that good-quality child care be recognized as a 
collective or public good could be interpreted 
to infer that we are suggesting full public 
support for this public good. We are not. We 
suggest that good-quality child care be 
regarded as a merit good that exists in, is 
financed from, and retains multiple supports. 

Recommending that good-quality child care be 
regarded and supported as a merit good means 
that child care must be recognized not as a 
means but as a legitimate end, in and of itself. 
In this schema the nation provides good-quality 
child care because it is good for children. In 
contrast to current thinking which justifies child 
care as a service to parents, thereby tacitly 
sanctioning mediocrity for children, the 
concept of a merit good places children and 
their developmental needs front and center. 



with no equivocation. A dramatic departure 
from whii exists, this recommendation is 
fundamental to reforming the raison d'etre for 
American child care. By conceptualizing 
quality child care as a merit good, we shift the 
debate from providing mediocre services that 
suffice while parents work to providing quality 
services that enrich our children and thereby 
our nation. 

It is important to recognize that child care 
reform will not take place immediately; it will 
not take place without concerted effort across 
the sectors; and it will not taKe place in a tidy, 
linear fashion. Here are the near-term action 
steps that are necessary correlates of the major 
Study recommendation. These action steps are 
not presented in order of importance or order 
of attention needed. 

ACTION STEP 1 

Launch consumer and education efforts 
in the public and private sectors to help 
parents identify high-quality child care 
programs and to inform the American 
public of the liability of poor-quality 
programs. 

► Give parents clear information 
regarding the observable ingredients of 
good-quality child care. 

► Give parents and others information 
that clearly identifies good-quality 
programs. 

► Initiate a long-term public media 
campaign analogous to the one 
addressing the impact of smoking on 
health, to raise public awareness of the 
nature and importance of good-quality 
child care. 

► Initiate, in collaboration with other 
private and public agencies, a feder- 
ally supported program of research to 
increase under-standing of the child 
care market and to provide an ongoing 
data base on the status of child care in 
the United States. 
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ACTION STEP 2 

Implement higher standards for child care 
at the state level, as a major approach to 
eliminating poor-quality child care. 

► Create higher standards at the state 
level and improve monitoring of child 
care as a part of consumer protection. 
Standards must do more than protect 
the basic health and safety of children 
- they must also take into account 
children's developmental needs. 

► Eliminate all exemptions from state 
licensing standards. 

► Encourage centers to seek and 
maintain voluntary professional center 
accreditation based on high standards. 

► Give state and federal financial 
incentives for centers to provide care 
that meets higher standards, 
eliminating federal regulations that 
restrict the ability of states to pay 
higher prices for higher quality care. 

► Develop methods for providing special 
incentives for the for-profit and 
church-affiliated centers to encourage 
higher quality in these sectors of the 
marker. 



► Tie all federal and state child care 
funding to standards that demonstrably 
produce high-quality care. 

► Provide financial incentives that enable 
cente'.s to hire experienced directors 
and skilled staff and to learn how to 
keep them. 

► Tailor employee benefits to provide 
significant help to employees with 
young children, as part of the private 
sector's support of child care. 

ACTION STEP 4 

Increase investments in child care staff to 
assure a skilled and stable workforce. 

► Invest more federal, state, and local 
government funds and private sector 
funds in the education and training of 
child care workers and administrators. 

► Provide all child care workers 
compensation appropriate to their 
training, experience, and 
responsibility. 



► Focus higher standards on those areas 
which are shown to be related to 
higher quality care - staffxhild ratios, 
teacher education and specialized 
training, and administrator experience. 



ACTION STEP 3 



Assure adequate financing and 
support of child care, 

► Increase investment in child care by 
federal, state, and local government as 
well as the private sector, to help 
families pay the cost of care. 
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Figure 15.1 Process Quality in Child Care Centers 




Figure 15.2 Process Quality in Child Care Centers: Infant/Toddler Classrooms 



20% 
18% 
16% 
11% 
12% 
10% 
8% 
6% 
4% 
2% 
0% 



20.0% 



13% 



l.0<l.5 l.5<2.0 2.0<2.5 2.5<3.0 
Poor 



;N-:?;5-; 




3.0 <3.5' 3.5<1.0 ' 1.0<1.5 ' 4.5<5.0 ] 
Mediocre 
ITERS Scores 



5.0<5 5 5.5<6.0 6.0<6.5 6.5<7.0 
Developmcntalty Appropriate 



Figure 15.3 Process Quality in Child Care Centers: Preschool Classrooms 



18.0% 




l.0<l.5 l.5<2.0 2.0<2 5 2.5<3.0 
Poor 



;30<3.5 3.5<1.0 4.0<15 1.5<5.0 
Mediocre 
ECERS Scores 



5.0<5.5 5.5<6.0 6.0<6.5 6.5<7.0 
Developmcntally Appropriate 



ERIC 



4i)4 



References 



4 1 J n 



ERIC 



Alexander, K. L., & Entwisle, D. R. (1988). 
Achievement in the first 2 years of school: 
Patterns and processes. Monographs of the 
Society for Research in Child Development, 53 
(Serial Number 218). 

American Federation of State County and 
Municipal Employees (1987). America's child 
care needs: The 1987 AFSCME national 
secretaries week opinion poll. Washington, 
DC: American Federation of State County and 
Municipal Employees. 

Amett, J. (1989). Caregivers in day-care 
centers: Does training matter? Journal of 
Applied Developmental Psychology, 1 0, 
541-552. 

Bergmann, B. (1974). Occupational 
segregation, wages and profits when employers 
discriminate by race and sex. Eastern 
Economics Journal, 1, 103-110. 

Berk, L. (1985). Relationship of caregiver 
training to child-oriented attitudes, job 
satisfaction, and behaviors towards children. 
Child Care Quarterly, 14, 103-129. 

Berrueta-Clement, J. R., Schweinhart, L. J., 
Bamett, W. S., Epstein, A. S., & Weikart, D. 
P. (1984). Changed lives: The effects of the 
Perry Preschool Program on youths through 
age 19. Ypsilanti, MI: High/Scope Educational 
Research Foundation. 

Betancourt, R-., & Edwards, J. (1987). 
Economies of scale and the load factor in 
electricity generation. Review of Economics 
and Statistics, 69, 551-556. 

Biemiller, A., Avis, C, & Lindsay, A. 
(1976). Competence supporting aspects of day 
care environments. Paper presented at the 
Canadian Psychological Convention, Toronto. 

Blau, D. M. (1994). The production of 
quality in child care centers. Chapel Hill, NC: 
University of North Carolina. 



Blau, D. M. (Ed.). (1991). The economics of 
child care. New York: Russell Sage 
Foundation. 

Blau, D. M. & Robins, P. K. (1988). Child 
care costs and family labor supply. Review of 
Economics and Statistics, 70, 374-381. 

Blau, D. M. (1992). The child care labor 
market. Journal of Human Resources, 27, 
9-39. 

Blau, D. M. (1993) The supply of child 
labor. Journal of Labor Economics, 11, 
324-347. 

Brekekamp, S. (Ed.) (1986). Developmentally 
'appropriate practice. Washington, DC: 
National Association for the Education of 
Young Children. 

Browne Miller, A. (1990). The day care 
dilemma: Critical concerns for American 
families. New York: Plenum. 

Bryant, D. M., Peisner-Feinberg, E. S., & 
Clifford, R. M. (1993). Evaluation of public 
preschool programs in North Carolina: Final 
report. Chapel Hill, NC: Frank Porter Graham 
Child Development Center. 

Burchinal, M., Lee, M. W., & Ramey, C. T. 
(1989). Type of day care and preschool 
intellectual development in disadvantaged 
children. Child Development , 60, 128-137. 

Burchinal, M., Nabors, L., Bryant, D., & 
Roberts, J. (1994). Quality of center infant 
care and infant cognitive, language and social 
development. Chapel Hill, NC: Frank Porter 
Graham Child Development Center. 

Callan, S. J., & Santerre, R. E. (1990). The 
production characteristics of local public 
education: A multiple product and input 
analysis. Southern Economic Journal, 57, 
468-480. 

Campbell, F. A., & Ramey, C. T. (1994). 
Effects of early intervention on intellectual and 
academic achievement: A follow-up study of 



ERIC 



336 



40(> 



children from low-income families. Child 
Development, 65 , 684-669. 

Carnegie Corporation of New York. (1994). 
Starting points. Meeting the needs of our 
youngest children. New York: Carnegie 
Corporation of New York. 

Casper, L. M., Hawkins, M., O'Connell, M. 
(1994). Who's minding the kids? Child care 
arrangements: Fall 1991. Current Population 
Reports, Household Economic Studies P70-36. 
Washington, DC: U.S. Department of 
Commerce Economics and Statistics. 

Caughy, M. O., DiPietro, J. A., & Strobino, 

D. M. (1994). Day-care participation as a 
protective factor in the cognitive development 
of low-income children. Child Development, 
65, 457-471. 

Caves, D. W., Christensen, L. R., & 
Tretheway, M W. (1980). Flexible cost 
functions for multiproduct firms Review of 
Economics and Statistics, 62, 477-81. 

Christensen, L., Jorgensen, D., & Lau, L. 
(1973). Transcendental logarithmic production 
frontiers. Review of Economics and Statistics, 
55, 28-45. 

Clarke-Stewart K. A. & Gruber, C. (1984). 
Day care forms and features. In R. Ainslie 
(Ed.), Tfie child and the day care setting. 
New York: Praeger. 

Clifford, R., Russel, S., Fleming, J., Peisner, 

E. , Harms, T., & Cryer, D. (1989). 
Infant/toddler environment rating scale 
reliability and validity study: Final report. 
Chapel Hill, NC: Frank Porter Graham Child 
Development Center. 

Coelen, C, Glantz, R., & Calora, D. (1979). 
Day care centers in the U.S.: A national 
profile, 1976-1977. Cambridge, MA: Abt 
Associates. 

Connelly, R. (1991). The importance of child 
care costs to women's decision making. In D. 



M. Blau (Ed.), The economics of child care. 
New York: Russel Sage Foundation. 

Cowing, T. G., & Holtmann, A. G. (1983). 
Multiproduct short-run hospital cost functions: 
Empirical evidence and policy implications 
from cross-section data. Southern Economic 
Journal, 49, 637-653. 

Cryer, D., Clifford, R. M., & Harrjs, T. 
(1988). Day care compliance and evaluation 
project: Final report. Chapel Hill, NC: Frank 
Porter Graham Child Development Center. 

Cryer, D. (1989). Infant child care: Parent 
perceptions and child experiences. 
Unpublished manuscript. 

Cryer, D. (1994). Parents as informed 
consumers of child care: What are their 
values? What do they know about the product 
they purchase? Unpublished doctoral 
dissertation. 

Culkin, M. (1993). Teacher assessment of 
administrators of early care and education 
programs. Unp„bUshed rating scale. 

Culkin, M. (1993). Administrator self 
assessment in early care and education 
programs. Unpublished rating scale. 

Culkin, M., Helbum, S., Morris, J., & 
Watson, B. (1990). Colorado's children: An 
economic profile of early childhood care and 
education. Denver, CO: University of 
Colorado at Denver. 

Culkin, M. L. (1994). The administration 
leader in early care and education settings. 
Unpublished doctoral dissertation 

Cummings, E. (1980). Caregiver stability and 
day care. Developmental Psychology, 16, 
31-37. 

Denny, M., & Fuss, M. (1977). The use of 
approximation analysis to test for separability 
and the existence of consistent aggregates. 
American Economic Review, 67, 404-418. 



337 



ERIC 



407 



Denny, M., & Pinto, C. (1978). An 
aggregate model with multi-product 
technologies. In M. Fuss & D. McFadden 
(Eds.), Production economics: A dual approach 
to theory and applications. Amsterdam: 
North-Holland. 

Doherty, G. (1991). Quality matters in child 
care. Canada, ON: The Jesmond 
Publications. 

Duncan, G. J., Brooks-Gunn, J., & Klebanov, 
P. K. (1994). Economic deprivation and early 
childhood development. Child Development, 
65, 296-318. 

Dunn, L. (1993). Proximal and distal features 
of day care quality and children's development. 
Early Childhood Research Quarterly, 8, 
167-192. 

Dunn, L. M., & Dunn, L. M. (1981). 
Peabody picture vocabulary test - revised. 
Circle Pines, MN: American Guidance 
Service. 

Economic Report of the President (1993). 
Washington, DC: U. S. Government Printing 
Office. 

Fleming, J. (1989). Parental perceptions of 
infant child care expeiiences. Unpublished 
manuscript. 

Fletcher, J., Gordon, T., Nunamaker, T, & 
Richarz, S. (1994). Competing for toLs: 
Operating objectives and characteristics of 
for-profit and non-for-profit child care centers 
in the Pacific Northwest. Voluntas, 5, 59-85. 

Ford Foundation. (1989). Early childhood 
services: A national challenge. Program 
paper. New York: The Ford Foundation. 

Freeman, R., B., & Medoff, J. L. (1982). 
Substitution between production labor and other 
inputs in unionized and nonunlonized 
manufacturing. Review of Economics and 
Statistics, 64, 220-223. 



Fuchs, V. R., & Coleman, M. (1991, Winter). 
Small children, small pay: Why child care 
pays so little. The American Prospect. 

Gagne, R. (1990). On the relevant elasticity 
estimates for cost structure analyses of the 
trucking industry. Revievj of Economics and 
Statistics, 72, 160-163. 

Galinsky, E., Howes, C, Kontos, S., & 
Shinn, M. (1994). The study of children in 
family child care and relative care: Highlights 
of findings. New York: Families and Work 
Institute. 

Goelman, H., & Pence, A. R. (1987a). Some 
aspects of the relationships between family 
structure and child language development in 
three types of day care. In D. L. Peters & S. 
Kontos (Eds.), Annual advances in applied 
developmental psychology, vol. II: continuity 
and discontinuity of experience in childcare. 
Norwood, NJ: Ablex. 

Goelman, H. & Pence, A. R. (1987b). 
Effects of child care, family and individual 
characteristics on children's language 
development: The Victoria day care research 
project. In D. A. Phillips (Ed.), Quality in 
child care: What does the research tell us? 
Washington, D.C.: National Association for 
the Education of Young Children. 

Goelman, H., & Pence, A. R. (1988). 
Children in three types of day care: Daily 
experiences, quality of c^re and developmental 
outcomes. Early Child Development and Care, 
33, 67-76. 

Gormley, W. T., Jr. (1995). Everybody's 
children: Child care as a public problem. 
Washington, DC: Brookings Institution. 

Gormley, W. T., Jr. (1991). Vermont's 
differential licensing system: Effects on child 
care quality. Unpublished manuscript. 

Gormley W. T., Jr. (1990). Regulating Mr. 
Roger's neighborhood. Brookings Review, Fall 
1990, 21-28. 



ERIC 



338 



4(j 



Greene, William H. (1990). Econometric 
Analysis. New York: Macmillan. 

Gyimah-Brempong, K. (1987). Economies of 
scale in municipal police departments: The case 
of Florida, Review of Economics and Statistics, 
69, 352-56. 

Hamermesh, D., & Grant, J. (1979). 
Econometric studies of labor-labor substitution 
and their implications for policy. Journal of 
Human Resources, 14, 518-542. 

Harms, T., & Clifford, R. M. (1980). Early 
childhood environment rating scale. New 
York: Teachers College Press. 

Harms, T., & Clifford, R. M. (1983). 
Assessing preschool environments with the 
Early Childhood Environment Rating Scale. 
Studies in Educational Evaluation, 8, 261-269. 

Harms, T., Cryer, D., & Clifford, R. M. 
(1990). Infant/toddler environment rating 
scale. New York: Teachers College Press. 

Hayes, C. D., Palmer, J. L., & Zaslow, M. J. 
(Eds.) (1990). Who cares for America's 
children: Child care policy for the 1990's. 
Washington, DC: National Academy Press. 

Hofferth, S. L., Brayfield, A., Deich, S., & 
Holcomb, P. (1991). National Child Care 
Survey, 1990. Washington, DC: The Urban 
Institute Press. 

Hofferth, S. L. (1987). Child care in the 
United States, 1970 to 1995. Journal of 
Marriage and the Family, 49, 559-571. 

Hofferth, S. (1991). Comments on the 
importance of child care costs to women'.s 
decision making. In D. M. Blau (Ed.), The 
economics of child care. New York: Russell 
Sage Foundation. 

HoUoway, S., & Fuller, B. (1992). The great 
child care experiment: What are the lessons for 
school improvement? Educational Researcher, 
21, 12-19. 



Howes, C. (1980). The peer play scale as an 
index of complexity of peer interaction. 
Developmental Psychology, 16, 371-372. 

Howes, C. (1983). Caregiver behavior in 
center and family day care. Journal of Applied 
Developmental Psychology, 4, 99-107. 

Howes, C. & Hamilton, C. (1992). 
Children's relationships with caregivers: 
Mothers and child care teachers. Child 
Development, 63, 859-866. 

Howes, C. & Matheson, C. C. (1992). 
Sequences in the development of competent 
play with peers: Social and social pretend 
play. Developmental Psychology, 28, 961-974. 

Howes, C, Matheson, C. & Hamilton, C. 
(1994). Maternal, teacher and child care 
history correlates of children's relationships 
with peers. Child Development, 65, 264-273. 

Howes, C, & Olenick, M. (1986). Child 
care and family influences on toddlers' 
compliance. Child Development, 57,202-216. 

Howes, C, Phillips, D. A., & Whitebook, M. 
(1992). Thresholds of quality: Implications 
for the social development of children in 
center-based child care. Child Development, 
63, 449-460. 

Howes, C, Rodmng, C, Galluzzo, D., & 
Meyers, L. (1988). Attachment and child 
care: Relationships with mother and caregiver. 
Early Childhood Research Quarterly, 3, 
403-416. 

Howes, C. & Rubenstein, J. (1985). 
Determinants of toddlers' experiences in care: 
age of entry and quality of setting. Child Care 
Quarterly, 14, 140-151. 

Howes, C, & Stewart, P. (1987). Child's 
play with adults, toys and peers: An 
examination of family and child care 
influences. Developmental Psychology, 23, 
423-430. 



339 



ERIC 



James, E., & Rose-Ackernian, S. (1986). The 
nonprofit enterprise in market economics. 
London: Harwood Academic Publishers. 

Kagan, S. L. (1991). Examining profit and 
nonprofit child care: An odyssey of quality 
and auspices. Journal of Social Issues, 47, 
87-104. 

Kagan, S. L., & Gelanon, T. (1982). 
Considering proprietary care. In E. F. Zigler 
& E. Gordon (Eds.), Day care: Scientific and 
social policy issues. Boston, MA: Auburn 
House. 

Kagan, L., & Neville, P. (1992). Parent 
choice in early care and education: Myth or 
reality? White Plains, NY: A.L. Mailman 
Family Foundation, Inc. 

Kagan, S. L., & Newton, J. W. (1989). 
For-profit and nonprofit child care: 
Similarities and differences. Young Children, 
AS, 4-10. 

Keyserling, M. D. (1972). Windows on day 
care: A report based on findings of The 
National Council of Jewish Women. New 
York: National Council of Jewish Women. 

Kisker, E., Hofferth, S., Phillips, D. & 
Farquber, E. (1991). A profile of child care 
settings: Early education and care in 1990. 
Washington, DC: U.S. Department of 
Education. 

Kisker E. & Maynard, R. (1991). Quality, 
cost, and parental choice of child care. In D. 
M. Blau (Ed.), The economics of child care. 
New York: Russell Sage Foundation 
(pp. 127-144). 

Kontos, S. & Fiene, R. ( 1987). Child care 
quality: compliance with regulations and 
children's development: The Pennsylvania 
study. In D. Phillips (Ed.) Quality in child 
care: What does the research tell us? 
Washington, DC: National Association for the 
Education of Young Children. 



Kontos, S., & Wells, W. (1986). Attitudes of 
caregivers and the day care experience of 
families. Early Childhood Research Quarterly, 
1, 47-67. 

Kushman, J. E. (1979). A three-sector model 
of day care center services. Journal of Human 
Resources, 14, 543-562. 

Laird, N. & Ware, J. (1982). Random-effects 
models for longitudinal data. Biometrics, 38, 
963-974. 

Lawrence, C. (1989). Banking costs, 
generalized functional forms, and estimation of 
economies of scale and scope. Journal of 
Money, Credit, and Banking, 21, 368-379. 

Lazar, I., Darlington, R., Murray, H., Royce, 
J., & Snipper, A. (1982). Lasting effects of 
early education: A report from the Consortium 
for Longitudinal Studies. Monographs of the 
Society for Research in Child Development, 47 
(Serial Number 201). 

Love, J. (1991). Caring environments: 
Program quality in California 's publicly funded 
child development programs. New Hampshire: 
RMC Research Corporation. 

Maggenheim, E. (1990). Barriers to entry 
into the child care industry. Paper presented at 
the Twelfth Annual Research Conference, 
Association for Public Policy Analysis and 
Management. 

McCartney, K., Scarr, S., Phillips, D., 
Grajek, S., & Schwarz, C. (1982). 
Environmental differences among day care 
centers and their effects on children's 
development. In E. G. Zigler & E. W. 
Gordon (Eds.), Day care: Scientific and social 
policy issues. Boston: Auburn House. 

McCartney, K. (1984). The effect of quality 
of day care environment upon children's 
language development. Developmental 
Psychology, 20, 244-260. 



340 



ERIC 



4 i 0 



McLean, R., Sanders, W. & Stroup, W. 

(1991) . A unified approach to mixed linear 
models. American Statistician, 45, 54-64. 

McLoyd, V. C. (1990). The impact of 
economic hardship on black families and 
children: Psychological distress, parenting, 
and socioemotional development. Child 
Development, 61, 311-346. 

Mitchell, A., Cooperstein, E., & Lamer, M. 

(1992) . Child care choices, consumer 
education, and low-income families. New 
York: National Center for Children in Poverty. 

Mukarjee, S., & Witte, A. D. (1993). 
Provision of child care: Cost functions for 
profit-making and not-for-profit day care 
centers. Journal of Productivity Analysis, 4, 
145-163. 

Mukerjee, S., Witte, A. D., & Hollowell, S. 
(1990). Provision of child care: Cost 
• functions for profit-making and not-for-profit 
day care centers. National Bureau of Economic 
Research, Working Paper 3345. 

Murray, J. D. & White, R. W. (1983). 
Economies of scale and economies of scope in 
multiproduct financial institutions: A study of 
British Columbia credit unions. Journal of 
Finance, 37, 887-902. 

Musgrave, R. A. & Musgrave, P. B. (1989). 
Public finance in theory and practice. New 
York: McGraw-Hill. 

Noulas, A., Ray, S., & Miller, S. (1990). 
Returns to scale and input substitution for large 
U.S. banks. Journal of Money, Credit, and 
Banking, 22, 94-108. 

Olenick, M. R. (1986). The relationship 
between quality and cost in child care 
programs. Unpublished manuscript. 

Palacios, J. & Lera, M. (1991). Observations 
in preschool. Unpublished rating scale. 

Phillips, D. A. (E(L) (1987). Quality in child 
care: What does the research tell us? 



Washington, DC: National Association for the 
Education of Young Children. 

Phillips, D. A., & Howes, C. (1987). 
Indicators of quality in child care: Review of 
research. In D. A. Phillips (Ed.), Quality in 
child care: What does the research tell us? 
Washington, DC: National Association for the 
Education of Young Children. 

Phillips, D., McCartney, K., & Scarr, S. 
(1987). Child care quality and children's 
social development. Developmental 
Psychology, 23, 537-543. 

Phillips, D., Mekos, D., St _.r, S., 
McCartney, K., & Abbott-Shim, M. (1995). 
Paths to quality in child care: Structural and 
contextual influences in children's classroom 
environments. Unpublished manuscript. 

Pianta, R. C. (1992). The student-teacher 
relationship scale. Charlottesville, VA.: 
University of Virginia. 

Pianta, R. C, & Steinberg, M. (1992). 
Teacher-child relationships and the process of 
adjusting to school. New directions for child 
development. Jossey-Bass Publishers. 

Powell, I., & Cosgrove, J. (1992). Quality 
and cost in early childhood education. Journal 
of Human Resources, 27 472-484. 

Preston, A. (1993). Efficiency, quality and 
social externalities in the provision of day care: 
Comparisons of nonprofit and for-profit firms. 
Journal of Productivity Analysis, 4, 165-182. 

Reskin, B. F., & Hartmann, H. I. (Eds.) 
(1986). Women's work, men's work: Sex 
segregation on the Job. Washington DC: 
National Academy Press. 

Ribar, D. C. (1992). Child care and the labor 
supply of married women. Journal of Human 
Resources, 27, 134-165. 

Robins, P. K., & Spiegelman, R. G. (1978). 
An economic model of the demand for child 
care. Economic Inquiry, 16, 83-94. 



ERIC 



41 



341 



Rose-Ackerman, S. (1986). Altruistic nonprofit 
firms in competitive markets: The case of day 
care centers in the United States. Journal of 
Consumer Policy, 9, 291-3.10. 

Roupp, R., Travers, J., Glantz, F., & Coelen, 

C. (1979). Children at the center: Final 
results of the national day care study. 
Cambridge, MA: Abt Associates. 

Salamon, L. M. (1992). America's nonprofit 
sector: A primer. New York: The 
Foundation Center. 

Scarr, S., Eisenberg, M. Deator-Deckard, K. 
(1994). Measurement of quality in child care 
centers. Early Childhood Research Quarterly, 
9, 131-151. 

Schaefer.E. S., Edgerton, M., and Aaronson, 
M.(1978). Classroom Behavior Inventory. 
Unpublished rating scale. 

Schaefer, E. S., & Edgerton, M. (1976). 
Classroom behavior inventory. Unpublished 
rating scale. 

Schweinhart, L. J., Barnes, H. V.-, & Weikart, 

D. P. (1993). Significant benefits: The 
High/Scope Perry Preschool study through age 
27. Ypsilanti, MI: High/Scope Press. 

Schweinhart, L. J., & Weikart; D. P. (1980). 
Young children grow up: The effects of the 
Perry Preschool Program on youth through age 
15. Ypsilanti, MI: High/Scope Educational 
Research Foundation. 

Shinn, M., Phillips, D., Howes, C, Galinsky, 

E. , & Whitebook, M. (1990). Correspondence 
between mother's perceptions and observer 
ratings of quality in child care centers. 
Unpublished manuscript. 

Snider, M. & Fu, V. (1990). The effects of 
specialized education and job experience on 
early childhood teachers' knowledge of 
developmentally appropriate practice. Early 
Childhood Research Quarterly, 5, 69-78. 



Stipek, D., Daniels, D., Galuzzo, D., & 
Milbum, S. (1992). Characterizing early 
childhood education programs for poor and 
middle-class children. Early Childhood 
Research Quarterly, 7, 1-19. 

Stipek, D. (1993). Attitudes/perceptions of 
competence. Unpublished rating scale. 

Uchitelle, L. (1995, May 4). For many, a 
slower climb up the payroll picking order. The 
New York Times, p. Fll. 

U. S. Advisory Commission on 
Intergovernmental Relations (1994). Child 
care: The need for federal-state-local 
coordination. Washington, DC: Government 
Printing Office. 

U. S. Department of Commerce (1994). 
Statistical abstract of the U lited States. 
Washington, DC: U. S. Gcemment Printing 
Office. 

U. S. Department of Commerce (1993). 
Statistical abstract of the United States. 
Washington, DC: Government Printing Office. 

U. S. General Accounting Office (1992, 
November). Child care: States face 
difficulties enforcing standards and promoting 
quality. GAO/HRD-93-13. Washington, DC: 
U. S. General Accounting Office. 

Vandell, D. L., & Powers, C. P. (1983). 
Day care quality and children's free play 
activities. American Journal of 
Orthopsychiatry, 53, 489-500. 

Vita, M. (1990). Exploring hospital 
production relationships with flexible functional 
forms. Journal of Health Economics, 9, 1-21. 

Walker, J. R. (1991). Public policy and the 
supply child care service. In D. M. Blau (Ed.), 
The economics of child care. New York: 
Russell Sage Foundation. 

Walker, D., Greenwood, C, Hart, B., & 
Carta, J. (1994). Prediction of school 
outcomes based on early langiiage education 



342 



ERIC 



412 



and socioeconomic factors. Child 
Development, 65, 606-621. 

Wasik, B. H., Ramey, C. T., Bryant, D. M., 
& Sparling, J.J. (1990). A longitudinal study 
of two early intervention strategies: Project 
CARE. Child Development, 61, 1682-1696. 

Weisbrod, B. A. (1988). The nonprofit 
economy. Cambridge, MA: Harvard 
University Press. 

Whitebook, M., Howes, C, & Phillips, D. 
(l';^'^^. Who cares? Child care teachers and 
the quality of care in America. Final report of 
the National Child Care Staffing Study. 
Oakland, CA: Child Care Employee Project. 

Whitehead, L. (1989). Predictors of maternal 
satisfaction with family day care. Unpublished 
doctoral dissertation. 

Wilier, B., Hofferth, S., Kisker, E., 
Divine-Hawkins, P., Farguhar, E., & Glantz, 
F. (1991). The demand and supply of child 
care in 1990. Washington, DC: National 
Association for the Education of Young 
Children. 

Woodcock, R. W., & Johnson, M. B. (1990). 
Woodcock-Johnson psycho-educational battery - 
revised. Allen, TX: DLM Teaching 
Resources. 

Woodcock, R. W., & Johnson, M. B. (1989). 
Woodcock-Johnson psycho-educational battery - 
revised. Allen, TX: DLM Teaching 
Resources. 

Zaslow, M. (1991). Variation in child care 
quality and its implications for children. 
Journal of Social Issues, 47, 125-138. 



Glossary 



ERIC 



AFDC JOBS Programs - were mandated in 
The Family Support Act of 1988 welfare 
reform legislation. They are state-level 
initiatives to move mothers receiving Aid for 
Families with Dependent Children (AFDC) into 
paid work through provision of training 
programs, special counseling, and child care 
benefits. 

Agency problem - a type of market 
imperfection which may arise when a second 
party, the agent, acts on behalf of another 
person, the principal, in market transactions or 
other forms of economic exchange. An agency 
problem arises when the agent does not act in 
the best interests of his/her principal. In such 
situations the market exchange, or purchase, 
does not reflect what would be in the best 
interests of the principal. In child care there 
are two kinds of agency and each can involve 
an agency problem. First, when parents 
purchase services for their children, they are 
their children's agent, acting on their behalf. 
Second, in purchasing child care from a center, 
the parents enter into a contractual arrangement 
with the center which then becomes the agent 
for the parents in providing services for their 
children, fn either ca.<:e, it is pos.sible that the 
agent will not properly represent the principal 
(that is, the child or the parents), and this can 
create market imperfections. To overcome 
agency problems, it is necessary to establish 
incentives which induce the agent to act in the 
principal's best interest. Ordinarily, agency 
problems refer to explicit cont/actual 
relationship.s; we are extenJing the concept to 
also include the implicit contract between 
parent and child. 

Allen elasticity of substitution - measure the 
effect on relative factor inputs of a change in 
the relative factor prices, holding output and 
other factor prices constant. Differs from 
conventional elasticity of substitution by 
holding output constant. 

Asyninieti'ic information - is a situation in 
which the buyers are less well informed about 
the quality of the services than the .sellers of 
the services. 



Auspice - is the term we use to designate the 
subsectors within the nonprofit and for-profit 
sectors. For instance, independent nonprofit, 
church-affiliated nonprofit, and publicly 
operated centers are the three auspice 
categories included in the nonprofit sector. 

Barriers to entry - are anything that prevents 
new firms from entering and industry. 
Typically they include high capital 
requirements, licensing, marketing difficulties, 
among others. 

Child outcomes - refers to the observable 
levels of cognitive and social functioning of the 
children as well as outcomes related to the 
children's success in school, the potential long 
run effect on the children's success as adults. 

Compensating wage differential - is a 

discount on wages that some workers are 
willing to accept because they prefer work in 
early care and education over better paying 
alternatives. The concept originated in the 
wage premium demanded in dangerous or 
unpleasant jobs like radioactive waste clean-up 
or garbage collection. 

Cla.ssroom structure - refers to aspects of 
childcare programs that are generally amenable 
to regulation because they are relatively easy to 
observe and measure. These aspects are some 
of the inputs in this study's production function 
for quality child care. Variables include adult- 
child ratio, group size, teacher education, 
specialized training, prior experience, and 
tenure in the center. 

Collective goods - are goods or services the 
consumption of which benefits individuals other 
than the direct consumers. Immunization shots 
are a good example. Immunizing poor people 
from contagious diseases benefits the poor 
individual but also the society as a whole in 
cutting down on the probability of an epidemic. 
Sometimes the term public good is used 
synonymously with collective good. We try to 
avoid using public good because in economics 
it is used to describe a specific type of 
collective good. 
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Coinmodiilcation - is part of the process of 
economic development in a market economy in 
vvliich goods and services that were 
traditionally produced, for instance, at home or 
on a subsistence farm for family consumption 
begin to be produced for exchanjje and profit. 
It is a process by which home and other 
nonmarket production is replaced by market 
provision. Child rearing is one of the many 
kinds of home provision for one's own family 
that in this century has been increasingly 
supplanted by market provision. 

Cost function - is derived from a production 
function for ECE services. It gives the total 
cost of producing different levels of output 
using the technology embodied in the 
corresponding production function, assuming 
the firm minimizes costs. 

Crowding - is the idea that most women work 
in a limited number of occupations, creating 
and excess supply of labor for those jobs and 
depressing the wage rate in them. 

Demand conditions - are factors which 
influence how much of a good or ser\'ice a 
person would be willing to purchase at a "iven 
price. In child care, demand conditions 
influence parents' decisions about how much 
and what quality of service to purchase at a 
given fee. Demand conditions include family 
income and purchasing power, location 
convenience of the center, parents' knowledge 
of the options for care and of the 
characteristics of good quality services 
provided, the reliability and trustworthiness of 
providers, the costs involved in gaining 
knowledge about the existence and quality of 
child care service^- and parents' values and 
preferences. 

Demand subsidies - are revenues available to 
centers to allow individual children who could 
iu)t otherwise afford child care services to do 
so. 

Developmental outcomes - refers to children's 
developmental levels based on measures of 
their cognitive and socio-emotional functioning 



outcomes, Dover the long term, these relate to 
children's success in school. 

Discriminant analysis - is a statistical 
technique to develop a combination of factors 
that predicts (in this study) the quality level of 
a center and then correlates the values of a 
particular variable with that combination. A 
variable with a large discriminant weight is 
said to be a good predictor of quality of the 
center. 

Donations - refer to in-kind donations of goods 
and services (but not cash) to child care centers 
by individuals and agencies. These include 
donations or discounts on facilities, utilities, 
facilities maintenance, food, materials, or 
equipment. They also include services of 
volunteers. 

Econometric model - involves developing a 
causal statistical model based on the insights of 
economic theory and then testing the model 
with all relevant variables included 
simultaneously. The tested mode! is then used 
for predictions of the effects of a particular set 
of independent variables on the dependent 
variable or variables. 

Economies of scale - exist in the production of 
a good or service if the average total cost |>er 
item produced is lower for larger businesses 
producing more of the item per hour. For 
example, a medical practice involving several 
internists can provide general patient care at 
lower cost per visit than can a single physician 
with his own office. In the case of child care, 
economies of scale would exist if larger centers 
designed to serve more children provided 
similar quality care at a lower cost per child 
hour as compared to smaller centers. In the 
short run, scale economies refer to decreasing 
average variable cost as output increases and 
exclude the fixed ccsts of the center. In the 
long run, .scale economies include all costs, 
even those that are fixed in the short run. 

Economies of scope - exist if the cost per unit 
of output is lower because a business produces 
several related products or services at once. 
For example, a medical clinic might offer 
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services in internal medicine, pediatrics, and 
sports medicine. There would be economies of" 
scope if the cost per treatment are lower when 
the services are combined in one clinic than if 
each specialty is organized separately. In the 
case of center child care, there would be 
economies of scope if provision of care for 
children of several age-groups lowers the 
overall cost per child hour. There might also 
be economies of scope if other related 
programs are integrated into the services 
provided by the center. 

Effective demand - is the desire for a good or 
service at the price offered, backed up by the 
resources to pay for it. Only effective demand 
is reflected in the market. 

Efficiency - of a production process measures 
the output produced in a given time-period by a 
particular amount of inputs. A highly efficient 
process produces more output per hour or day 
with a given amount of resources than 
alternative technologies. 

Expended cost.s - are cash costs or expenses a 
center incurs to operate the center programs. 
It excludes the value of in-kind donations of 
space or other resources used to provide 
services. 

External hcnerit.s and costs - to market 
transactions occur whenever people other than 
the direct purchaser of a good or service 
benefit from someone else buying the good or 
service. In such cases, those that benefit and 
do not pay for the item are getting a "free 
ride" because they are not paying for the 
service, and this may mean that not enough of 
the service is de.iianded. For instance, farmers 
provide an external benefit in creating a 
beautiful country-side which people from the 
city c<ui drive out to see. This is an external 
benefit, because the people from the city do not 
pay for their enjoyment. Child care may 
provide external benefits to taxpayers if 
children who receive these services do better in 
school and require fewer publicly provided 
services as they grow up. External costs occur 
when a production process creates costs which 
are not included in the price of the product 



produced, "or instance, the water pollution 
which is cr ated by farmers using insecticides 
and herbicides. 

Fixed inputs - are the child care inputs that 
cannot be changed easily in the short-run. An 
example is the space occupied by the center. 

Forecast wages - are the wages an employee 
in ECE with given characteristics of gender, 
age, years of education, and location, could 
earn in other jobs. 

Foregone earnings - are foregone wages and 
benefits. Foregone wages are defined below 
and benefits are the difference between benefits 
actually received in child care jobs and benefits 
received by workers in the economy as a 
whole. 

Foregone income - see foregone earnings. 

Foregone wages - is the difference between the 
wage a person could earn—given her/his years 
of education, age, marital status, gender, 
racial/ethnic origin— and what the person 
actually earns. Ideally, other factors affecting 
wages would also be included, for instance, job 
experience. These are foregone wages because 
the person could have earned this extra amount 
in another job for which he/she is qualified. 
For example, an artist with a master's degree 
representing sixteen years of education may 
choose to pursue her art while working as a 
library assistant, foregoing a much higher 
income as a graphic designer for an advertising 
agency. 

Full cost - refers to the amount it would take 
to operate centers if all resources were 
purcha.sed at market prices. In this study, the 
full cost of care equals expended costs plus 
donations plus foregone wages. 

Full-time equivalent (PTE) - refers to the 
number of full-time equivalent children 
enrolled in a center. That is, if a center has a 
full-time program in which children are present 
eight to ten hours a day, to measure 
enrollme'nt, each child is counted as one full- 
time equivalent. If this center also has a 
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morning program for preschool children, each 
child in the morning program would be 
considered 1/2 a full-time equivalent in 
measuring total center enrollment. If the 
center has a before- and after-school program, 
a child which is enrolled both for the before- 
school and after-school portion of the program 
would be considered one full-time equivalent 
school-aged child for puiposes of measuring 
center enrollment. 

Hidden action - is the tendency to provide 
lower quality and lower cost care to customers 
who cannot monitor sei^ice provision. 

[lierarchicul rcj^ressioii analysis - is a 
statistical technique of adding variables to a 
regression model in a theoretically determined 
order. Variable coefficients are determined to 
be significant when first entered and again in 
later iterations that include more variables. If 
tile significance levels change with additional 
variables, the differences are noted and 
tlisfus.sed. 

Independent vut'iable - is a \ ariable whose 
value is not determined in the cost or quality 
production function in the industry. These 
variables determine the values of the dependent 
viiriable. 

In-kind don.itioiLs (Supply .subsidies) - include 
goods and volunteer services (not cash) given 
to centers free or at reduced prices. Goods 
consisted of donated or discounted space, 
iii.surance, equipment, food, and supplies and 
were measured by the director's estimate of 
value. 

Inputs - are the resources that are employed to 
produce the output. 

Iiiterniediute goods - are distinguished from 
final goods and service.s. A final good or 
service is something which is produced and 
sold to the final consumer, .such as a TV .set or 
child care services. An intermediate good is a 
product which is produced to he used to 
pioduce some final good or .sei^ice. for 
instance, lumber to be u.sed in housing, or toys 
purchased by a child care center. (Toys 



purchased by families, on the other hand, 
would be considered a final good.) 

Labor costs - consist of wages and nonwage 
benefits along with two small items of 
education for staff and the costs of 
subcontractors. 

long-run cost function - a cost function where 
all inputs to production, including capital, can 
vary. 

Low wage labor force - is composed of people 
with little work experience or few skills, part- 
time workers, people who move in and out of 
the labor force, and groups who have been 
discriminated against in the labor market. 

Market demand - describes the relation 
between the amount f -iiuality of services 
buyers purchase, and fees. 

Market failure - See market imperfections. 

Market inipcrt'ections - is often used 
synonymously with market failures. A market 
imperfection exists if, for some reason, market 
competition does not allocate resources in 
accordance with the demand for the product at 
a price which reflects the minimum cost of 
production. Conrunonly cited causes are 
monopoly pricing which restricts supply and 
raises prices, external benefits or costs (such as 
pollution from manufacture), agency problems, 
imperfect consumer knowledge, and merit or 
collective goods. When there are market 
imperfections, market competition fails to 
supply optimal amounts of goods and services 
(at low cost). Market imperfections or failures 
seem to exist in child ca.e markets. For 
in.stance, imperfect consumer knowledge about 
the importance of good quality care may 
reduce private (parent) demand and public 
demand (including government and 
philanthropies) for good-quality care. 

Market prices - are the prices in the local 
market for products closely comparable to a 
resource used in child care. In this stwdy, the 
wage rate for staff with a particular level of 
education is compared to the "market price" in 
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that city or state for labor in all fields with . 
similar characteristics of education, gender, 
age and minority status. 

Merit guods - are goods or services that 
society as a whole or a large number of 
altruistic members are willing to pay for 
because they think everyone who needs it 
should have access to the good or service 
regardless of their ability to pay or their 
personal tastes. Merit goods reflect the values 
of the society; thus, what is considered to be a 
merit good changes over time. Some examples 
of merit goods are health care for pregnant 
women and young babies, police protection, 
and potable water. 

Mixed industries - are industries that include 
firms organized as profit making businesses, 
nonprofit agencies, and sometimes public 
agencies. The child care center market is a 
mixed industry because services are supplied 
by establishments with different structures of 
ownership. 

Monopolistic competition - is the name given 
to describe highly competitive markets with 
large numbers of buyers and sellers where the 
suppliers provide a differsntiated 'product or 
service. For instance, the restaurant business 
is monopulistically competitive, because there 
are a lot of restaurants, each located in a 
different place, each providing a slightly 
different menu, and each with different decor 
and different staff. Center child care markets 
are monopolistically competitive because 
centers compete keenly for customers in their 
local market area, and provide services which 
are different in many ways, one from another. 
Centers are relatively easy to open, and while 
somewhat expensive to start up, these costs are 
not high compared to industries dominated by 
big business. Furthermore, family child care 
providers compete as an alternate and often 
less expensive substitute for center child care. 

Occupancy costs - include rent or mortgage 
payment, utilities, maintenance, and repair. 

Occupancy subsidies (or donations) - are the 
estimated market value of the space occupied 



by the center minus what the center actually 
paid if the center director said that they 
received a subsidy or discount. 

Other operating costs - include office 
supplies, children's program supplies, 
maintenance supplies, equipment rental and 
maintenance, nondepreciated equipment, 
depreciation on equipment, transportation and 
travel, telephone, postage, marketing, 
advertising, public relations, photocopying, 
printing, publications, licensing and fees, dues 
and subscriptions, interest payments and bank 
ser\'ice charges, and other. 
Output - the quality and the amount of child 
care services produced by the center. 

Overhead costs - are the fees paid by a center 
to a central administration for services 
provided, such as common advertising or 
accounting for a system of centers. 

P-complement - is a factor whose use 
increiises when the price of another factor 
decreases. The reduction in price of factor A 
causes an increase in the use of factor A and 
an increase in the use of its complement, factor 
B. 

P-substitute - is a factor whose use decreases 
when the price of another factor decreases. 
The reduction in price of factor A causes an 
increase in the use of factor A and an decrease 
in the use of its substitute, factor B. 

Process quality (also "quality") - refers to the 
general environment and social interactions in a 
child care classroom. It represents the quality 
of services that are directly received by 
children and their families which cannot be 
regulated because of their qualitative nature. 
In this report we refer use the process quality 
index to describe overall quality of a center. 

Production function - identifies how much 
output changes when inputs change, assuming a 
particular technology. 

Production technology - is the manner in 
which the variable inputs are combined with 
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the fixed inputs to produce output of the child 
care center. 

Public fees - are the state Fees for the care of 
poor children and USDA funds from the Child 
and Adult Care Food Program. 

Public goods - are goods that meet two 
conditions: (1) additional people can receive 
the benefit of the good at no additional cost to 
the producer; (2) additional people cannot be 
prevented from consuming the good, even if 
tiiey refuse to pay for it. Traditional examples 
are national defense and radio signals. The 
term is also used sometimes to designate the 
more inclusive category referred to as 
collective goods. 

Reimbursement Rate - The maximum 
payment by the state to the center, by age, for 
child care for children of poor families. 

Resource and rcferrii! iijjencies - are local 
organizjitions whose purpose is to direct 
parents to available child care centers or family 
child care homes. They may also coordinate 
training opportunities for providers and 
otherwise help providers to develop new 
services, including centers and homes. 
Finally, they may also work with local 
businesses and communities to increase 
iiwarene.ss of community and parent needs for 
child care and other work-related services. 

Revenue - refers to the total amount of income 
received by a center, including fees paid by 
parents, publicly reimbursed tees, USDA food 
grants, other public funds, sponsor and other 
private contributions, and other revenue. 

Secondary labor force - .see low wage labor 
force. 

Sector - is used in this study to distinguish 
between nonprofit and for-profit centers. 

Segmented market - is an industry where the 
market is divided into several submarkets, each 
with different types of producers serving 
different clientele. For example, public school 
centers may serve at-risk children in their 



service area, whereas for-profit centers serve a 
range of middle class families. The two types 
of centers may compete directly for a very 
small proportion of either center's niarket. 

Shirking - is the misuse of subsidies to allow a 
nonprofit organization to pay higher salaries 
(especially to management) or hire more people 
than is necessary to do the job. As a result, 
subsidies to nonprofit centers would not lower 
child care costs to parents and might contribute 
to inefficient allocation of resources. 

Short-run decreasing average costs - exist if 

average variable cost per child hour decreases 
with an increase in total child hours provided 
by the center. This is called short-run because 
the size of the center (its legal capacity) is 
fixed. The long-run equivalent is economies of 
scale. 

Structural quality - measures include staff-to- 
child ratio, group size, staff education and 
experience, square feet of facility per child, 
and other measures of the quality of the facility 
that houses the center. They are aspects of 
cla.ssroom structure that can be regulated to 
improve the quality of services to children. 

Subsidies - are d"fined in this study as 
anything that either reduces the cost of 
providing care to children such as in-kind 
donations or foregone earnings, or that allows 
children whose parents could not otherwise 
afford care to attend a particular center. 

Supply subsidies - are things that reduce the 
I'o.st of providing care in general. 

Systeiii.s - are entities comjiosed of interrelated 
parts which perform a set of functions to 
achieve given goals. Organizations can be 
thought of as systems. Often, systems are 
designed to generate information which can be 
u.sed to monitor and improve their functioning. 
In this study we depict child care centers as 
systems designed to provide services for 
families and their children based on certain 
goals that have been identified by the owners 
or board of directors. Center operations 
provide information on themselves which can 
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then be used to revise procedures lo improve 
center performance. For instance, the center 
keeps financial accounts to assist in its planning 
and check on its success in stayinij within its 
budget. Centers also keep track of children's 
development and attendance, and a myriad of 
other aspects of the program for use in 
evaluation and improvement. 

Transactions costs - in this study, include the 
time, money and effort that go into a family's 
search for and choice of a child care provider 
who meets the family's needs. 

Total variable costs - are the costs that change 
with the volume of services provided in the 
short-run when the amount of physical space 
available is fixed. For example, a center can 
increase the number of children served by 
offering more diversified services at different 
times of the day. This can increase the 
number of hours of service offered in the same 
physical hication. Thus, total variable cost 
excludes rent or mortgage payments which are 
fixed costs in the day-to-day operations of the 
centers. In this study, total variable cost 
includes the value of donations which represent 
resources used to provide services ;is well as 
an imputed value of the services of owner- 
operators (or nonprofit administrators) who do 
not take a salary. 

Transaction costs - are the monetary and 
nonmonetary costs of purchasing a good or 
service in addition to the price of the item 
itself. For instance, in shopping for clothes, 
transaction costs are the costs of travelling to 
the stores, shopping around, and, possibly, 
returning to pick up alterations. In child care 
purchases, transaction costs include time spent 
searching for a center, visiting centers, and 
monitoring the center after choosing it. 



have reason to believe is of better quality. 
This is the reason that accreditation of child 
care centers is a useful device for both buyers 
and sellers. Buyers can know that 
accreditation is related to good-quality services. 

Translog cost function - is a second-order 
Taylor series approximation to an unknown, 
underlying, twice-differentiable function. It 
includes specific terms for the interactions 
among many of the variables in the underlying 
cost function. 

The empirical counterpart of equation (1) is the 
following translog cost function: 

Variable inputs - are the child care inputs that 
can be changed in amounts used in the short- 
run. Since the center can adjust the use of 
labor by layoffs and new hires, labor 
constitutes a variible input. Food and 
materials are also examples of variable inputs. 

Wage elasticity - is the percentage change in 
the use of a class of labor resulting from a 
percentage change in the wage for that class of 
labor. If a ten percent increase in the wage 
rate for a particular group of laborers leads to 
a 2% reduction in their use, then the wage 
elasticity is -0.2. 



Trust }»0()ds - are goods or services the quality 
of which are very important to the purcha.sers 
but difficult for the purchaser to assess 
accurately. Services provic' d by nursing 
homes and child care centt are trust goods. 
For buyers who wish to be .issured that they 
are purchasing good quality, they will often 
pay more for a brand or service which they 
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Director's Interview 



The following pages are a reproduction of the central data collecting instrument for this study--the form 
for tlie director interview. Researchers who are considering using this instrument, even in part, should 
call the authors as there are parts of the instniuient that were more successfiil than others. Some 
questions should be revised before fiirther use. 



DIRECTOR INTERVIEW 
COST AND QUALITY CHILD CARE STUDY: COVER PAGE 
(to be removed before data entry) 



STATE 



1 



2 



3 



4 



DATE 



AUSPICE: 



For Profit 



Not For Profit 



CENTER NAME 



OBSERVER'S NAME 



DIRECTOR'S NAME 



CENTER TELEPHONE 



( 



Note that all ihstroctiohs to yoo are printed in bold, shall cap italics. 



** All items that are double starred in this interview are critical pieces of data 
that host be collected, if yoo fail to get a reasonable answer (we do not need 
perfection) to 2 or hore of these itehs , after trying various ways to help the 
director, the center will not be able to participate in the study. you should fvo 
the interview at the point where you are sure that yoo will not be able get ant.v:'.-!^ 
(either during the interview or at a later date) to these critical questions. ''v 
trick, of course is learning what constitutes a reasonable answer to a crit^ -. ■"; 
question. a soggested rule of thuhb is that there is sohe basis for the amst, 
which makes sense to you. these questions are listed in the table on the next 
PAGE. Please check off as yoo collect these data and complete the table at the end 

OF THE INTERVIEW . 



Give the director her/his version of the interview question aire, which you need to 

COLLECT at the END OF THE INTERVIEW, EXCEPT FOR THOSE PORTIONS WHICH THE DIRECTOR 
WISHES TO COHPLETE AND RETURN TO THE OBSERVERS WHEN THEY VISIT, OR, BY HAIL. 



Contact Person for Additional cost Information: 



Telephone nuhber 
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CHECK LIST: STATUS OF DATA COLLECTION 



The table below lists critical data that must be collected. During the 
interview or after you complete it, use this check list to identify remaining 
data which must be collected, how to proceed in collecting it, and data which 
it is impossible to collect. 

In column (l) list data you were not .able to collect. 

In Column (2) indicate the mechanism for completing data collection if it is 
possible to do so: 

(1) call back the director; 

(2) call central office (name and phone number should be on cover sheet) 

(3) other (specify) 

In Column (3) check if you do not believe the data can be collected and 
explain why. 



(1) Data Description 



(2) Next 
Step 



(3) Cannot be collected and why 



A15 - A18 



B5 



B15 



Section C 



Dl 



D3-D9 



D11-D18 



Section E 



Section F 



GIO 



HI, part 3 

11-15 

Other, specify 



ERIC 



1 •) • 

-i 



INTRODUCTION 



ihterviewer: review this information with the director before yoo start the Director's 
Interview. While all participating centers will have had contact with the local stodt 
office and will have agreed to be a part of the sample, spend a few minutes talkinq about 
the study, its goals and purposes. 

Stud y Purpose : to gather specific cost and program information about child care and 
education programs. this is a national study of great significance in which we will 

LEASK^ 

• what resources are needed for a good child care program, and how centers use 
resources to develop effective programs for children 

• About similarities and differences in programs in different parts of the 

COUNTRY . 

• how centers operate under different auspices. 

procedures for visiting centers : we will visit centers on two different days. 

1. This visit is to complete the director interview about the center's program, 
finances, and the leadership of the center, and to get some information on the facility. 
The interview will take 2 to 2 1/2 hours, though it may be necessary to talk again bt 
phone about some details. 

2. In the second visit two observers will come to observe two randomly selected 
classrooms. They will ask the staff in those rooms to complete a short questionnaire (10- 
20 minutes) and they will also distribute a questionnaire to the parents. tell the 
director briefly about the other two team members and about the 

confidentiality z we will maintain strict confidentiality in handling all data. centers 
are only referred to by their code numbers, so there is no way to identify centers. the 
q3ver sheet of the director's interview will be torn off after the interview and kept in 
a locked file, as will the list of participating centers. information will be summarized 
in the study reports so that no center can possibly be identified. 

End Product of the Study and Study Funding : Results will be published in policy reports 
to the public, government leaders, providers and parents. the study is funded by several 

foundations and has a national advisory committee that IS OFFERING ADVICE AND GUIDANCE TO 

the project. colorado and north carolina have state level advisory committees. 

Our Gratitude to Participating Centers : We recognize the importance of director and 
center participation, and really appreciate their cooperation . we also realize how much 
we are intruding on their daily routine. as a token of appreciation we will hold a 
workshop this summer for directors and lead teachers who participate in the study to share 
oor experience, and hold useful training sessions: for instance, in using ecers and 
iters, in financial administration, and in leadership. 
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CODE: 0 0 0 0 0 

S Center M D D Obs Room Gen Eth Cno T 



SECTION A: GENERAL t^ENTI^i-sgNFORM/^ 

The questions in this section ask about the general structure and history 
of your program. The first group of questions has to do with how the 
program at your center is organized. We want to know about the services 
you provide for children and families. 



Al. What is the date when this center started to operate? 

Month Year 



A2 . What is the date when you began work as the director of this center? 

Month Year 



A3. Centers have different purposes and goals for the services they 

provide. These are sometimes summarized in terms of the center's 
philosophy. The goals and philosophy describe how the center tries to 
provide services that are appropriate for the families they serve. 
Please tell me, does your center have a written statement of your 
goals and/or philosophy? (Circle correct answer.) 

YES [1] NO [0] 

Interviewer: If the center has a written statement, ask the Director for a copi. 

A4. Do you use a specific curriculum approach based on a particular 

philosophy, like Montessori, High/Scope, a particular religious view, 
or other? (In the bracket to the right, write in the nomber for thi; correct 

ALTERNATIVE . ; 

[ ] 



1. 


No 




2 . 


Yes, 


Montessori 


3 . 


Yes, 


High/Scope 


4 . 


Yes, 


Waldorf 


5. 


Yes, 


Piaget 


6. 


Yes, 


a particular religious orientation 


7 . 


Yes, 


Other (SPECIFY) 



AS. What are the programs you offer in this center? (Write 1 in the bracket 



to the right of each alternative that applies . 

1. Full-day program defined as more than 30 hours per week 

and at least five days per week [ ] 

2 . Part-day or part-week program such as two or three hours in 

the morning and/or in the afternoon (pre-school) [ ] 

3. Part day extended care before, during, or after the 

preschool program [ ] 

4 . Head Start sponsored part-day program [ ] 

5. Public schools sponsored part-day program [ ] 
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6. Before and after schocl care for school-agers [ ] 

7. Summer camp programs for school-agers [ ] 

8. Evening care [ ] 

9. Weekend care [ ] 

10. Sick care [ ] 

11. 24 hour care [ ] 

12. Bilingual program [ ] 

AS. What is the legal maximum number of children which can be present in 
your center at one time according to your license? That is, what is 
the legal capacity of the center? (Interviewer: Collect this inporhatioii 

IK ACCORDANCE WITH YOUR STATERS LAW, WHICH MAT SPECIFY TOTAL CAPACITY FOR THE 
WHOLE CENTER, OR BY AGE GROUPS. CAPACITY, THE LEGAL MAXimM KUMBER OF CHILDREN, 
IS USUALLY BASED ON USABLE SPACE PER CHILD, THAT IS, ON THE PHYSICAL SIZE OF THE 
CENTER . ) 

MAXIMUM NUMBER INFANTS 



MAXIMUM NUMBER TODDLERS 



MAXIMUM NUMBER PRE-SCHOOL 



MAXIMUM NUMBER OF SCHOOL-AGED ( over 60 months) 
MAXIMUM TOTAL NUMBER OF CHILDREN 



A7. Are there families who are waiting to enroll their child but you 

cannot admit at this time? That is, do you have a waiting list of 
children? 

YES [1] NO [0] 

A8. How many children are on your waiting list today in the following age 
categories? (Write the number in each age group in the space provided.) 

1. Less than 12 months old 

2. 12 months to 29 months old 

3. 30 months to 5 years old 

4. School-aged Children over 60 months or five years old 



A9. What days of the week is your center regularly open? (Circle the number 

FOR ALL DAYS THE CENTER IS REGULARLY OPEN) 

Monday Tuesday Wednesday Thursday Friday Saturday Sunday 
12 3 4 5 6 7 



AlO. What hours of the day is your center open Monday through Friday? 

The center opens (Exact military clock time) 

The center closes (Exact military clock time) 
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All. Are there any whole months of the year when your center is closed ? 
(Circle the number for any whole months (lOOi of the month) the cehtbr is 

CLOSED . ) 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
1 23456789 10 11 12 

Legal Status . We are interested in knowing the legal status of your 
center, that is, whether it is a for-profit, private nonprofit, or a public 
agency. Also, if you are affiliated with some other organization we want 
to be able to describe that agency. 

A12 . A child care center may be classified as a nonprofit by the state or 
federal government, or the center may be considered for-profit if it 
is operated by an individual, group, or company which has the 
potential to earn profits from providing the services. 

How is the operator of this center (the person or organization who 
runs the center) organized? 

(Write the number in the bracket for the correct alternative.) [ ] 

For profit 

1. an independent owner/operator 

2. a local or regional chain of two or more centers 

3. a national chain which franchises to a local operator 

4. a national chain which operates the center directly 

5. an on-site center operated by a business for its employees 

Not-for-profit 

6. a parent cooperative 

7. a private '"rade or high school or college 

8 . a church 

9. affiliated with, but not operated by, a church 

10. an independent nonprofit center, but not one of the above 

11. a nongovernmental community agency 

12. other 

As a public agency 

13. public college or university 

14. public elementary or high school 

15. state or local government agency, but not one of the above 

16. federal agency, but not Head Start 

17. other 



A13. Is your center or its sponsor certified as a nonprofit corporation by 
the United States Federal government? That is, is it exempt from 
paying Federal taxes on its income? For instance, has your center (or 
its sponsor) received from the U.S. Internal Revenue Service a 
determination that it is tax-exempt under section 501 (c) (3) or some 
other section of the Internal Revenue Code? Please note that this 
question does not refer to paying Social Security taxes or to 
withholding of employees' individual income taxes. 



YES [1] NO [0] DON'T KNOW [99] 



A14 . Sometimes a center is owneci (or sponsored) by one organization or 

person and operated by a different organization or person. Is your 
center owned and operated by the same organization? 



A15. (If the answer to A14 IS NO) choose one of the following types of 
organizations which owns or sponsors the center. 

(Write the number corresponding to the correct alternative in the bracket.) [ ] 

1. For-profit 

2. Not-for profit 

3. Public agency 

**A16. Present Enrollment and Staffing . I want to collect information 
to describe the make up of your individual classes today . How many 
classes or rooms do you have in the center? 



(Interviewer: In this question, we ask for numbers in terms of the full-time 
equivalent fte children and staff. please consult the definitions in the interviewers 
Instruction sheet and the short definitions below for instructions on counting FTE 
childreh and staff . also, if the director has not checked on the day^s attendance it 
will be necessary for you to ask if you can have it before you leave.) 

to collect the data in the following table, ask the director to describe the 
composition of each room at the center, starting with the age of children in the room. 



DEFINITIONS: Use the following definitions to complete this section: 



Teacher refers to persons in charge of a group or classroom of 
children, often with staff supervisory responsibilities. This 
category includes head or lead teachers. 

Assistant Teacher/Aide refers to persons working under the 
supervision of a teacher. 

Teacher -Director refers to a person with both teaching and 
administrative duties on a regular basis (teaching is net limited 
to filling in for absent teachers.) 

Floater refers to a regular paid staff person who is not 
regularly assigned to the room, but is in the classroom today. 



YES [1] 



NO [0] 



Number of rooms 



4 





ERIC 



FTE means "full time equivalent ." The objective is to count the 

number of full-time slots for children and full-time staff 
positions. 
For children: 

1/2 day per week = . 1 or 1/lOth FTE 

1 whole day per week = . 2 or l/5th FTE 

Three 1/2 days per week = .3 FTE 

For staff: Count 7 or 8 hours as 1 day and .2 or l/5th FTE. 
1/2 day per week = . 1 or 1/lOth FTE 

1 whole day per week = . 2 or l/5th FTE 
Three 1/2 days per week = .3 FTE 

2 hours for a staff person = . 05 or l/20th FTE 

A16XA. How many hours per day do you consider to be full day for a 
typical infant-toddler in your center? 

6 7 8 9 10 11 12 

A16XB. How many hours per day do you consider to be full day for a 
typical preschooler in your center? 

6 7 8 9 10 11 12 

A16XC. How many hours per day do you consider to be full day for a 
typical school-aged child in your center? 

6 7 8 9 10 11 12 

Column 1: Age of Children in Months . Circle each number that 
applies . 

1. < 1 year old 

2. 2 years old 

3. 3 years old 

4. 4 years old 

5. 5 years old 

6. 6 years old or more 

Column 2: Number of FTE teachers or group leaders in the room today . 

Count floaters and substitutes in the classification of the 
person they are replacing. Do not double count. 

Column 3 : Number of FTE assistant teachers/aides in the room today. 

Count floaters and substitutes in the classification of the 
person they are replacing. Do not double count. 

Column 4 : FTE Licensed Capacity for the Room. 

Column 5: Your preferred maximum FTE enrollment in this room . 
Column 6: The number of FTE children enrolled in this room . 
Column 7: The number of FTE children present today. 

5 

4 3 0 



ENROLLMENT and STAFFING 



Room 


(1) 

Ages of 


(2) 

# FTE 


(3) 

# FTE 

c c +" c 

+ 

Aides 


(4) 

Legal 
Capacity 


(5) 

Pref err 

eCl rXaX 

enrol- 
lment 


(6) 

# FTE 
enrolled 


(7) 

# FTE 
today 


Room 
1 


12 3 4 
5 6 














Room 
2 


12 3 4 
5 6 














Room 
3 


12 3 4 
5 6 














Room 
4 


12 3 4 
5 6 














Room 
5 


12 3 4 
5 6 














Room 
6 


12 3 4 
5 6 














Room 
7 


12 3 4 
5 6 














Room 
8 


12 3 4 
5 6 














Room 
9 


12 3 4 
5 6 














Room 
10 


12 3 4 
5 6 














Room 
11 


12 3 4 
5 6 














Room 
12 


12 3 4 
5 6 














TOTAL 

















(Interviewer: Add up the total FTE children enrolled today, record in Colohn 6 in the 
ROW marked total, and ask the Director if that ndmber is about right.) 



**A17. What was your FTE enrollment by age of children for these months in 
the past two years? (Complete the following table. If data on these months are 



not available, use data for the closest earlier or later month.) 



ftge group 


September, 19 91 
(if available) 


March, 1992 


September, 1992 


Infants 








Toddlers 








Pre-school 








Bchool-aged 
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(Interviewer: If the Director cannot give a fairly accurate answer about past enroujieht 
figures, ask a18 as an alternative question. otherwise go to a19 . ) 



**A18. Have you had a significant change in FTE enrollment in the last year? 
If so, please give me an estimate of the percentage increase or 
decrease in enrollment . 

1 Percentage increase or decrease [use (-) for decrease] 



A19. How many hours of floating caregivers are you using this week? A 

floating caregiver is any paid employee who works with children as a 
teacher or assistant teacher/aide, but is not regularly assigned to a 
room, or one who may have regular room assignments, but does not spend 
many hours per day in any one room. (If none, write 0) . 

Total # hours worked by floaters this week 



A20. Please indicate whether your center provides each of the services listed 
below. This is a large list of services and not all centers would be 
expected to provide all of them. (Write a 1 in the bracket to the rigbt for 
each alternative that applies . 

CENTER PROVIDED SERVICE 

1. Vision screening [ ] 

2. Hearing screening [ ] 

3. Dental screening [ ] 

4. Measurement of height and weight annually [ ] 

5. Speech screening [ ] 

6. Speech services [ ] 

7. Developmental assessments [ ] 

8. Counseling services for children and parents 

(other than routine parent conferences) [ ] 

9. Social Services to parents such as obtaining food 

stamps, financial aid, housing, or medical care [ ] 

10. Transportation services from home to center [ ] 

11. Transportation services from school to center [ ] 

12. Meals for children provided by the center [ ] 

A21. How many special needs children are enrolled at present? By special 
needs we mean children with either a physical disability (including 
hearing or sight problems) or a mental disability. 

Number (head count) of special needs children enrolled [ ] 

7 
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A22JDoes your center regularly; arrange educational activities, such as 
workshops or lectures on child development for parents? If you do 
arrange such activities, about what percent of parents attended the most 
recent event of this type? (Write the number of the correct altesnativb iw 

THE bracket to THE RIGHT.) 



1. Yes, less than 1/4 th of the parents attended the last event. 

2. Yes, 1/4 to 1/2 of the parents attended the last event. 

3. Yes, over 1/2 of the parents attended the last event. 

4. No, we rarely arrange such activities. 

A23Jiow else does your program involve parents? For the following, tell me 
your policy about involving parents: (1) required, (2) encouraged, (3) 
not required or encouraged. (Write in the appropriate number (1, 2, or 3) in 

EACH bracket TO THE RIGHT.) 

1. Some time spent in the center each v/eek, in addition to 

drop off and pick up [ ] 

2. Assistance in fund raising [ ] 

3. Help in maintaining the physical setting [ ] 

4. Participation in parent advisory groups [ ] 

5. Participation in excursions or field trips [ ] 

6. Participation in celebrations, holidays, festivals [ ] 

7. Assistance with repair or renovation of facilities [ ] 

8. Assistance gathering resources and supplies [ ] 

A2 4 JSipproximately what percentage of children enrolled in your program come 
from the following ethnic or racial groups? (Write in Percentages.) 

1. White, non Hispanic [ ] 

2. White, Hispanic/Latino [ ] 

3. African-American/Black, non Hispanic [ ] 

4. African-American/Black, Hispanic [ ] 

5. Asian/Pacific Islander [ ] 

6. Native American [ ] 

7 . Other r ] 



3 



8 





SECTIPN. 



This section asks general questions about your staffing policy. A later 
section will ask questions about individual staff members. 

DEFINITIONS: The questions in this section use these job titles and 
definitions: 

Teacher refers to persons in charge of a group or classroom of 
children, often with staff supervisory responsibilities. This 
category includes head or lead teachers. 

Assistant Teacher/Aide refers to persons working under the 
supervision of a teacher. In this study we are not distinguishing 
between what may be two different job classifications in some 
centers . 

Teacher-Director refers to a person with both teaching and 
administrative duties on a regular basis (not just filling in for 
absent teachers.) 

Administrative Director refers to persons who primarily have 
administrative responsibilities only. 

Do you use different titles for the staff positions in your center? 
(Interviewer: if this center uses somewhat different titles ^ ask the director to hatch 
the titles used in the center to each of our job titles. write then down ih the space 
provided below. if no comparable position exists, write n/a for that category. oor 
purpose in asking this question is to create interhal consistency in answers in this 

SECTION. It SHOULD BE EASIER FOR THE DIRECTOR TO ANSWER THE FOLLOWING QUESTIONS 
CORRECTLY IF THE TWO OF YOU CAN TRANSLATE FROM THE CENTER'S JOB TITLES TO THOSE USED IN 
THE INTERVIEW . IN SOME CENTERS THERE MAY BE NO FORMAL JOB TITLES. IF THIS IS THE CASS, 
GET THE DIRECTOR TO IDENTIFY PEOPLE'S JOBS IN TERMS OF THEIR RESPONSIBILITIES OR 
TRAINING. In any EVENT, IT IS IMPORTANT TO FIND A WAY TO FIT THE CENTER JOB TITLES INTO 
OURS. 

Teacher 



Assistant Teacher/Aide 



Teacher-Director 



Administrative Director 



Are there any other regular staff who work directly with children (e.g., 
music teacher, swim instructor, van drivers, nurse?) If yes, please indicate 
their titles. (Include these titles together as 'other' in the following questions.) 
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Bl. For the following categories of staff, do you provide any in-service 
training or require continuincf education (other than staff meetings) , 
-either at or away from the center, beyond what is required by licensing 
regulations? 

(Write i m the bracket to the right of each type of staff for which the center 

PROVIDES IN-SERVICE TRAINING OR REQUIRES CONTINUING EDUCATION . ) 

1. Teachers [ ] 

2. Assistant Teachers/Aides [ ] 

3. Teacher-Directors [ ] 

4. Administrative Directors [ ] 

5 . Other [ ] 

B2. How many of your staff members received 15 classroom hours or more of 
in-service training sponsored by your center during the last 12 months 
at the center or outside the center? Include attendance at conferences. 
(Enter the number of staff for each group.) 

at the center outside the center 

1. Teacher [ ] [ ] 

2. Assistant Teacher/Aide [ ] [ ] 

3 . Teacher-Director [ ] [ ] 

4. Administrator/Director [ ] [ ] 

5. Other [ ] [ 1 



B3. Do you schedule regular staff meetings? If you do, how frequently do 
you schedule st^iff meetings? 

(Enter the number of the correct ahswer in the bracket to the right.) [ ] 

1. Weekly 

2. At least twice a month 

3 . Monthly 

4. At least 4 times/year 
5 . Twice a year 

6. No, we do not have regular staff meetingsc 

B4. Do you provide release d time to staff members to pursue college 
coursework for credit or degrees? 

(Enter the number of the correct ausver in the bracket to the right.) [ ] 

1. Yes, through releac-ed time with pay from work 

2. Yes, through raleased unpaid time from work 

3 . No 

B5. Do you pay tuition for staff members enrolled in college courses? 

(Enter the number of the correct amswer in the bracket to the right.) [ ] 

1. Yes, partial payment of tuition 

2. Yes, full payment of tuition 

3. No, we do not pay tuition 

10 
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**B6. How many of the center's regular (whether full-time or part-time) staff 

members have left the center in the last 12 months? By regular, we 

mean any person working with children holding one of the foil :wing types 
of positions. (Write # in the space provided). 

1 . Number of Teachers 

2. Number of Aides and Assistant Teachers 

3 . Number of Teacher Directors 

4 . Numbar of Administrative Directors 

5. Number of other staff working with children 



B7. Of those who have left within the last 12 months, how many fall into 
each of the following categories'^ (Give the dumber of people ih each 

CATEGORY, LEAVE BLANK IF HONE,) 

T AT TD D 

1. Left voluntarily (employee chose to 

leave) 

2. Laid off because of low enrollment 



3. Laid off for reasons other than low 
enrollment 

4. Dismissed for inadequate performance 

5. Don't know 



B8. Thinking about the last time you tried to fill a vacancy, how long was 
it from the time the staff member left and a replacement was hired? 
(Enter the vumber corresponding to the correct alternative for bach caiegort of 

STAFF.) 

1) Less than 1 week 

2) 1 or 2 weeks 

3) 3 or 4 weeks 

4) More than a month 

1 . Teacher [ 

2. Assistant Teacher/Aide [ 

3 . Teacher-Director [ 

4 . Administrative Director [ 

5 . Other [ 
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B9. In those cases where it took you three or more weeks to fill the 

vacancy, which of the following are the primary reasons? Write 1 IH the 

BRACKET TO THE RIGHT OF ALL ANSWERS THAT APPLY. 

1. The pay was too low [ ] 

2. Not enough adequately trained people applied [ ] 

3. Low responses to advertisements [ ] 

4. Offered positions, but candidates accepted jobs elsewhere . . [ ] 

5. Wanted to save money, so used a substitute or floater .... [ ] 

6. Because of normal administrative procedures or problems ... [ ] 

7. Hours offered not a good fit with applicants' needs [ ] 

8. Problem with where the center is located [ ] 

9. Inadequate benefits [ ] 

10. Other [ ] 

B10.In your most recent hiring, have you offered higher wages than that 

earned by your present staff who have comparable experience, training, 
and responsibilities? 

YES [ 1 ] NO [ 0 ] 

BllX)n average hov/ much did you raise wages and salaries last year? Write in 

THE NOMBER FOR THE CORRECT ALTERHATIVE IN THE BRACKET. 

[ ] 

1. no raise 

2. 1-3% 

3. 3.1-6% 

4. over 6% 

BllJIow many full time equivalent (FTE) staff positions have you added or 
eliminated in the last year? (Enter the nohber for each category op staff 

PERSON. IF THE ANSWER IS NONE , ENTER 0) . IF PTE'S WERE SWITCHED FROM QUE CAXSOORT 
TO ANOTHER, ADD THE FTE FOR TliE APPROPRIATE TYPE AND SUBTRACT FROM THE OTHER. 
E.G., IF 1 FTE WAS SWITCHED FROM TEACHER TO AIDE, WRITE 1 FOR f FTE ADDED TO AIDE, 
WRITE 1 FOR # FTE ELIHINAXED FOR TEACHER. iNCLODE PARTIAL FTE'S, E.G., .5 FTE FOR 
AS ADDITIONAL HALF-TIME STAFF PERSON. 

# FTE Added # FTE Eliminated 

1. Teacher 

2. Assistant Teacher/Aide 

3. Teacher-Director 

4. Administrator/Director 

5 . , Other 

TOTAL FTE 



B12J30 teachers and/or assistant teachers/aides in your center work under a 
collective bargaining agreement negotiated by a union? 

YES [ 1 ] NO [ 0 ] 

12 
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B13. Working Conditions and Non wage Benefits . Which of the following do you 
provide for your paid full-time teachers and assistant teachers or 
aides, and to your part-time employees? (Enter 1 for those benefits whicb 

ARE PROVIDED. IS THE FOLLOWING LIST, "PAID" MEANS PAID BY THE CENTER.) 

Full-time 

Teachers Asst Part 

Teach time 

1. at least partially paid retirement plan ....[] [ ] [ ] 

2. life insurance (whether paid or unpaid) [ ] [ ] [ ] 

3 . paid maternity/paternity leave [ ] [ ] [ ] 

4. unpaid maternity/paternity leave [ ] [ ] [ ] 

5. fully paid health insurance [ ] [ ] [ ] 

6. partially paid health insurance [ ] [ ] [ ] 

7 . paid health insurance for dependents [ ] [ ] [ ] 

8. at least partially paid dental insurance • . • [ ] [ ] [ ] 

9. paid sick leave or personal leave [ ] [ ] [ ] 

10. paid vacations [ ] [ ] [ ] 

11 paid to attend staff meetings and training . • [ ] [ ] [ ] 

12. compensation for overtime [ ] [ ] [ ] 

13. flexible hours [ ] [ ] [ ] 

14. written job description [ ] [ ] [ ] 

15. written contract [ ] [ ] [ ] 

16. written salary schedule [ ] [ ] [ ] 

17. ability to bring child(ren) to work [ ] [ ] [ ] 

18. reduced child care fees [ ] [ ] [ ] 

19. service awards or bonuses [ ] [ ] [ ] 

20. Paid meals [ ] [ ] [ ] 
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Ihterviewbr: Note that this whole section kepresehts critical in formation . 

This section asks for specific inforhation about each paid staff hehber working directly 
with children^ including the director asp /or any teacher directors. Use the same foor or 
five categories of staff as osed in section b, it will be important to consult the 
center's personnel records. if there are none, ask the director to rely on her/his best 
impressions, bot try to get the most accurate inforhation possible. all of this 
information will, of coorse, be kept confidential. 

use the table in this section to list the staff members by room . in the initials column 
forxhsst to the left, identify each person by the initials of their first and last name. 

In COLUMN (1) IDENTIFY THE ROOM BY AGE OF CHILDREN. ANSWER QUESTIONS C2 THROUGH C12 FOR 
EACH STAFF PERSON BY CIRCLING OR WRITING THE CORRECT NUMBER IN THE APPROPRIATE COLUMN. 
IT MIGHT BE BEST TO FILL OUT THE TABLES SIDE-BY-SIDE WITH THE DIRECTOR. MAKE SURE YOO 
INCLUDE THE DIRECTOR AND ANY OTHER ASSISTANT DIRECTORS WHO WORK WITH CHILDREN. 



If there ARE A LARGE NUMBER OF INTERNS. WORK STUDY STUDENTS. TRAINEES. OR SOME OTHER 
GROUP OF STAFF WITH SIMILAR CHARACTERISTICS WHO ARE WORKING FOR PAY. DO NOT COLLECT 
SEPARATE DATA ON EACH PERSON . INSTEAD, AS THE LAST ITEM ON THE TABLE, RECORD INFORMATION 
ON A TYPICAL PERSON IN THE GROUP. IN COLUMN 10 WRITE THE TOTAL # HOURS WORKED BY THE 
WHOLE GROUP FOR AN AVERAGE WEEK. IN COLUMN 11 OR 12, WRITE IN THEIR AVERAGE HOURLY PAX. 
INCLUDE ONLY THE WAGE OR SALARY PAID BY THE CENTER. 



CI. Age of Children . Circle each age which applies. 

1. < 1 years old 

2. 2 years old 

3. 3 years old 

4. 4 years old 

5. 5 years old 

6. 6 years old or more 



C2. Job Titles/Positions . Circle the number describing the person's title: 

1. Teacher 

2. Assistant Teacher/Aide 

3. Teacher-Director 

4. Administrative Director 

5. Educational Coordinator 

6. Specialist employee (e.g., nurse) 

C3. Age. Write in the person's age. 



C4. Gender . Circle the correct number. 

1. female 

2. male 



C5. Racial or Ethnic Origin . Circle the correct number. 

1. White, non Hispanic 

2. White, Hispanic/Latino 

3. African-American/Black, non Hispanic 

4. African-American/Black, Hispanic/Latino 
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5. Asian/Pacific Islander 

6. Native American 

7. Other 

C6. Number of Years of School Completed . Write the total number of formal 
years of school completed, e.g., high school graduate =12; AA degree = 
14; AB/BS = 16; MA = 18; PhD - 20. By formal years of school we mean 
elementary, high school, and college, not special.i.zed schooling or 
courses which do not lead to a degree. If the staff member is currently 
in school, give the number of years completed to the most recent whole 
year . 

C7. Specialized Early Childhood Education . Indicate how the staff person 
received their specialized formal training in child development, child 
care, early childhood education. (This does not include on-the-job 
training.) (FOR EACH STAFF PERSON CIRCLE ALL THAT APPLY.) 

1. no training 

2. in-service workshops at this center 

3. workshops in the community or at professional meetings 

4. courses in high school or vocational school 

5. CDA training 

6. courses in a community college or a four year college 

7. AA in early childhood education or child development 

8. R. N. 

9. BA/BS in ECE, child development, nursing, education, etc. 

10. graduate level course (s) 

11. graduate degree in ECE, child development, etc. 

C8. Experience at This Center . Write the total number of months of 
experience each person has in this center's program. 

C9 . Prior Experience in ECE . Write the total number of years experience the 
staff person has had in child care or some other child-related work 
prior to joining your staff that is directly relevant to his/her current 
position. By experience v/e mean either paid or supervised volunteer 
work in a group setting, or experience that your state licensing agency 
considers applicable for purposes of meeting state regulations. 

CIO. Hours Worked Per Week . Enter the normal number of hours the individual 
is scheduled and paid to work each week. For salaried staff, include 
the average number of hours worked/ week. 

Cll, C12 . Wage or Salary . Enter the wage or salary in columns 11 or 12. 

If the staff person earns an hourly wage enter the hourly wage in column 
11. If the staff person earns an annual salary (this is usually the 
case for administrators or managers, possibly teachers) , enter the 
annual salary in column 12. For director-owners with a scheduled 
salary, include this salary even if it was not all taken. 
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STAFF INFORMATION 



Initi 
als 


(CI) 

Children' s 
Ages 


(C2) 
Job 
Title 


(C3) 
Age 


(C4) 
Gender 

l=f em 

0 — ma 1 
Z — iUd Xfci 


(C5) 
Race 


(C6) 
Years 
of 

c; 1 


(C7) 
Specialized 
ECCE edu- 


1 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


2 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


3 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


4 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


5 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


6 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


7 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


8 


1 <i J 4 D 

6 


1 2 J 4 
5 6 




1 2 


loo 

4 5 6 




1 O O /I c ^ 

1 2 3 4 D D 

7 8 9 10 11 


n 

y 


1 <i J 4 o 
6 


1 2 J 4 

5 6 




1 2 


loo 

12 3 
4 5 6 




1 O O /I c 

1 2 3 4 o b 
7 8 9 10 11 


10 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


11 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


12 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


13 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


14 


1 ? T 4 5 
X ^ ^ ^ >j 

6 


1 ? T 4 

X £■ ^ ^ 

5 6 






1 ? 3 

A. £f J 

4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


15 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


16 


1 2 3 4 5 
6 


12 3 4 
5 6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 
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STAFF INFORMATION (continued) 



Initials 


(CB) 
Months 

at 
center 


(C9) 
Prior 
Experience 


(CIO) 
Hours 
worked per 
week 


(Cll) 
Wage per 
hour 


(C12) 
Salary per 
year 


1 












2 












3 












4 












5 












6 












7 













8 












9 












10 












11 












12 












13 












14 












15 












16 
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STAFF INFORM/iTION 



Init 
ials 


(CI) 
Children ' s 
Ages 


(C2) 
Job Title 


(C3) 
Age 


(C4) 
Gender 


(C5) 
Race 


(C6) 
Years 

of 
school 


(C7) 
Specialized 
"eccE ed. 


1 a 

1. o 


1 9 T d R 

X ^ -J T -J 

6 


X ^ -J 3 

6 




1 9 


1 9 

X J 

4 5 6 




1 0 A ^ 

X ^ -J 3 D 

7 8 9 10 11 


1 Q 


X J D 

6 


X J 4 D 

6 




1 9 
X Z 


1 9 

1. Z -i 

4 5 6 




1 ^ ^ A ^ C 
X <i J 1 D D 

7 8 9 10 11 


20 


1 2 3 4 5 
6 


1 ? 3 4 
6 




1 9 

X Ct 


19 3 

X ^ -J 

4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


21 


1 2 3 4 5 
6 


1 2 3 4 5 

6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 




1 2 3 4 5 
6 


1 2 3 4 5 
6 




1 9 

X Ct 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


23 


1 2 3 4 5 
6 


1 2 3 4 5 

6 




1 2 

X Ct 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 




1 9 T 4 R 
X ^ -J ^ 

6 


1 9 T 4 
6 




1 9 
X ^ 


1 9 T 

X ^ .J 

4 5 6 




1 9 3 4 R fi 
7 8 9 10 11 


25 


1 2 3 4 5 
6 


1 -> 3 4 5 
6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 




1 9 T 4 R 

X ^ J H ^ 

6 


1 9 T 4 S 

6 




1 9 
X 


1 9 T 

X ^ -J 

4 5 6 




1 9 T 4 R fi 

7 8 9 10 11 


71 


1 9 T 4 R 

6 


1 9 T 4 R 

6 




1 9 

X 


1 9 T 

X ^ .J 

4 5 6 




1 9 T 4 fi 

X ^ .J H ^ o 

7 8 9 10 11 


79, 


1 9 T 4 R 

6 


1 9 T 4 S 

6 




1 9 
X ^ 


1 9 T 

X ^ -J 

4 5 6 




1 9 T 4 R fi 

7 8 9 10 11 


29 


1 2 3 4 5 
6 


1 2 3 4 5 
6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


30 


1 2 3 4 5 

6 


1 2 3 4 5 
6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


31 


1 2 3 4 5 
6 


1 2 3 4 5 
6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


32 


1 2 3 4 5 


1 2 3 4 5 
6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 


33 


1 2 3 4 5 
6 


1 2 3 4 5 

6 




1 2 


12 3 
4 5 6 




1 2 3 4 5 6 
7 8 9 10 11 



18 

ErJc ^ 3 



STAFF INFORMATION (continued) 



Initials 



18 



(C8) 
Months 

at 
center 



(C9) 
Prior 
Experience 



(CIO) 
Hours 
worked per 
week 



(Cll) 
Wage per 
hr 



(C12) 
Salary per 
year 
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20 



21 



22 



23 



24 



25 



26 



27 



28 



29 



30 



31 



32 



33 
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SEQTION.P: 



Now I want to collect information about the center's expenses for your most 
recent full FISCAL YEAR . We need to know how much you spent on each major 
category of expenses in order to calculate your total costs. If you have 
records of last fiscal year's expenses we can get this information from these 
reports. This information would be on any kind of annual report summarizing 
costs such as a cash flow statement, audit, profit and loss statement, 
purchase or expenditure record, operating cost record, or your current annual 
budget if it shows expenses for the last fiscal year. 

This section also includes questions about expenses covered through in-kind 
donations. Do you have all the records we need to start? 

What is the beginning and ending date of the center's last fiscal year? 

Month , Year . 



(If the center has jost changed its fiscal year so that the last fiscal year report is 

FOR less than a YEAR, YOU MAY STILL OSE THIS INFORMATION IF IT IS FOR 6 MONTHS OR MORE . 
OTHERWISE, TRY TO COLLECT DATA FOR THE LAST CALENDAR year. If this problem OCCUrS , 

it will be necessary to identify on the cover sheet this abnormality under 
the check list of critical data. 



oor objective in this section is to estimate annoal total cost and expenses for bach 
major cost category for the last fiscal year of center operations. if the center has the 
annoal data we need, write the data in the appropriate places on thib form. for centers 
wbich do not have annual figores for their latest fiscal year, we will have to collect 
monthly data, or help the director estimate monthly expenses in each category. 
Therefore, we have supplied worksheets on which to record data and make the necessary 
estimates. 

For centers which are part of a system of centers, or are part of a larger organization, 
complete financial records may not be available at the center. This may be true for 
centers which are part of school districts, universities, chains, churches. some records, 
for instance of facilities or overhead, may only be available at the central office. if 
this center is such a case, and the director is not able to answer all your questions, 

ASK her/him for THE PERSON OR OFFICE TO CONTACT AND THE TELEPHONE NUMBER TO GET THE 
REMAINING DATA. WRITE THE NAME AND TELEPHONE NUMBER IN THE SPACE PROVIDED ON THE COVER 
PAGE . ALSO, NOTE, AS YOU GO THROUGH THIS SECTION, THE DATA YOU WILL HAVE TO OBTAIN FROM 
THE CENTRAL OFFICE ANDIDENTIFY THIS IN THE CHECK LIST AT THE FRONT OF THIS QOBSTIONNAIRE . 
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**D1. WAGES AND SALARIES. In the last fiscal year, what was the total 
expenditure on wages and salaries for the year, for all staff, including 
office and kitchen staff, but excluding the employer's share of nonwaqe 
benefits (which are included in D3 below) , and excluding any people you used 
as subcontractors . We want to know total wages and salaries for all staff 
before deduction of taxes . Please include all staff who work with children, 
administrative staff, and any other categories of employees. 

** TOTAL YEAR'S WAGES 



(Interviewer: If the director cannot give you this annual total, use worksheet D1 ov 
pages wks2 and wks3 to record the information necessary to calculate this total.) 



D2 . Do you have a breakdown of total annual wages by types of staff? For 
instance: (Read off the list below and collect annual figures if they are 

AVAILABLE . ) 

Teachers 

Assistant Teachers/Aides 

Teacher Directors 

Floaters and Substitutes (if not contract labor) 

Specialized Staff Working with Children 

Administrative Directors 

Other Administrative Staff 

Food Preparation Staff 

Other Noncontract Employees 



**D3. NONWAGE BENEFITS What was the center ' s total expenditure on nonwage 
employee benefits for the year, for all staff, including office and 
kitchen staff? Include in this answer only the employer's contribution . 
You should have included the employees' contributions in the answer to 
Dl . You may have these listed as employee benefits and payroll taxes 
which is fine. This category includes the types of expenses listed 
belov/: 

1. FICA or equivalent (only the employer's matching amount) 

2. Unemployment insurance (total federal and state insurance costs) 

3. Worker's Compensation 

4. Disability Insurance 

5. Health/Dental/Vision Insurance 

6. Life Insurance for Staff 

** TOTAL YEAR'S NONWAGE BENEFITS 



(Interviewer, if the yearly total is not available, use worksheet D3 on page WKS4 to 

COLLECT annual OR MONTHLY DATA ON EACH SPECIFIC ITEM. CALCULATE THE YEARLY TOTAL AFTER 
THE INTERVIEW AND RECORD ABOVE.) 
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**D4. STAFF EDUCATION/ TRAINING COSTS What was the total expenditure for the 
year for all teaching staff for their education or training? Include 
the following items: 

1. Fees for v/orkshops or non college courses 
Conferences 

2. In-service on site 

3. Off site fees at college or university 

4. State professional or public training 

5. Travel allowances (for training only) . 

(Try to get the director to estimate training travel expenses. If yoo 
succeed, make sore they are not double counted in travel expenses ondbr 
operating expenses in d16 below) . 

** TOTAL YEAR'S STAFF EDUCATION/TRAINING COSTS 

(Interviewer: If the yearly total costs for education costs are not available, use 
Worksheet D4 on page WKS5 to collect either the annual subcategories or monthly data oh 
bach item. Calculate the yearly total after the interview and record above.) 



**D5. If you have staff members whose children are enrolled in the center, 
please estimate the loss in fee revenue from staff discounts. 

**LOST FEES FROM STAFF DISCOUNTS FOR THEIR CHILDREW 



**D6. SUB-CONTRACTORS. Next, I have some questions about people who work 
for you on a more irregular basis as sub-contractors. These are the people 
for whom you do not. pay benefits and who operate more independently. Some 
centers will not have any people who fit in this category. What was your 
total expenditure on contract workers for the year? You may have contracted 
out work in the following areas: accounting, legal services, clerical 
support, substitutes. 



** aOTAL SUB-CONTRACTOR COSTS $ 



(Interviewers: If subcontractors were used, but the annual total is not available, use 
worksheet d6 on page wks6 to record the available data to calculate the total for the 
year. do not record cost of food preparation here. it is to be recorded in d13 beloft.) 
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FACILITIES 



The next questions deal with your annual costs for space and the facility the 
center occupies. We are interested in the parts you pay cash for as well as 
any in-kind donations related to rent, utilities, maintenance, etc. 

(Interviewer: Record okly the ahnoal expenses below. If data are only availaslb on a 
honthly basis, then ose worksheet d7 on page wks7 to record monthly data and to calculate 
the yearly total. if the center is part of a larger system, occopaucy costs may hot bb 
included in the center records, but will have to be collected from the central office.) 

**D7. BUILDING CASH COSTS. What were your total annual facilities costs, 

including the following. (Interviewer: If the subcategories listed below are 

AVAILABLE, RECORD THEM IN THE SPACE PROVIDED AS WELL AS THE TOTAL.) 

1 . Rent or Mortgage 

2. Utilities (gas & electric, water, trash removal) 



3. Repair and maintenance ( such as snow removal, lawn service, 
janitorial service, etc.) 



4 . Other 



** TOTAL YEAR'S OCCUPANCY CASH COSTS Total $ 



**D8. OCCUPANCY DONATIONS. Do you use donated space or do you receive any 
kind of financial help on rent which reduces facility costs below what 
they would be if you had to pay the market rate? 

YES [ 1 ] NO [ 0 ] 
**D9. (If the answer to D8 is YES) Which of the following is true? 

1. All our space is donated YES [ 1 ] NO [ 0 ] 

2. Part of our space is donated YES [ 1 ] NO [ 0 ] 

3. We receive a discount on the rent of: square foot/year $ 



DIO. (If the space .d DONATED) Do you know the annual rental value per square 
feet of the space? ( If the interviewee does not know , don't ask for a goess. Wb 

WILL GET AN INDEPENDENT ESTIMATE.) 

w Square Feet Donated 

Estimated Rent per square foot 



**D11. If utilities are donated, please estimate the annual value of donated 
utilities. (Write 0 if there is no donation.) 

Value 
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**D12.If any services are donated, estimate the total annual value. For 
instance: janitorial, lawn care, snow removal, repairs. (Interviewer: 

If I'OO HAVE TO HELP THE DIRECTOR MAKE THIS ESTIMATE, USE WORKSHEET D12 ON PAGE 
WKS8. 

** TOTAL ANNUAL VALUE OF DONATED SERVICES 



FOOD SERVICE 

This section is about costs for serving meals and snacks to the children. 

(IHTERVIEWER : OTHER FOOD COSTS INCLUDING THE COST OF FOOD FOR EVENTS I 'KE FOUD RAISING 
CfJOiTVALS AND BOARD MEETINGS SHOULD BE CALCULATED AND INCLUDED UNDER OPERATING COSTS IN 
D16.) 



**D13. Please give me the cost of food services, excluding personnel costs 
(which are included in 02 above) for the last fiscal year. 

(INTERVIEWEK: centers will EITHER HAVE FULL FOOD SERVICE PREPARATION ON SITE, OR THEY 
WILL HIRE A CATERING SERVICE. JF TOTAL ANNUAL COST IS NOT AVAILABLE, USE WORKSHEETS D13A 
ON PAGE hfKS9 TO RECORD MONTHLY DATA AND CALCULATE ANNUAL COST.) 



** TOTAL FOOD SERVICE COSTS (excluding cook's wages) 



**D14. VALUE OF DONATED FOOD. Was any food donated to the center during the 
last fiscal year? If so, what was the total value of donated food for 
the year? 

(Interviewer: If necessamy, use worksheet D13B on WKSIO to collect monthly data on food 

DmiATIONS . ) 



**D15. INSURANCE. What was your total annual cost of insurance last fiscal 
year? Include all forms of insurance: for the facilities which 
might include liability, fire, theft, flood, earthquake; vehicle; 
accident for children, staff or others; child abuse, etc. Do not 
include health insurance or any insurance programs which are part of 
employee benefits. 

** TOTAL ANNUAL INSURANCE COSTS 
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OTHER OPERATING COSTS 



Finally, we want to collect data on other operating costs such as the cost of 
supplies, materials and equipment. For our purposes we will use the 
following definitions: 

Supplies are consumables that are used up right away. 
Materials are replaced within a year. 

Equipment is something that is repaired, lasts more than 1 year and 
costs over $100.00. 

Ikterviewer: In this qoestion we want to collect the balance of cost items. The list 
below is a list of typical operating costs, bot each center keeps its recosds somewhat 
differently. read the list to the director to ihdicate the costs we still seed to 

COLLECT. Use WORKSHEET D16A TO COLLECT MONTHLY DATA IF THAT IS ALL THAT IS AVAILABLE. 

Make additions to the list below if necessary. Add op the total and recobd belou. 

As part of operating costs we want to ESTIMRTf THE COST CW EQUIPMENT USED DURING THE 
YEAR. The best estimate is the total DEPRECIATION COSTS CHARGED OFF FOR THE FISCAL YEAR. 
If the center charges depreciation on equipment, WRITE THE amount in #6 BELOW. IF THE 
CENTER DOES NOT CHARGE DEPRECIATION , OR IF IT PURCHASED SMALL PIECES OF EQUIPMENT WHICH 
IT DOES NOT DEPRECIATE,. USE WORKSHEET D16B TO ESTIMATE THE TOTAL VALUE OF THIS EQUIPMENT 
PURCHASED DURING THE FISCAL YEAR. RECORD THE TOTAL IN #5 BELOW. 

DEPRECIATION IS A DOLLAR AMOUNT REPRESENTING A PERCENTAGE OF THE ORIGINAL PURCHASE PRICE 
WHICH THE CENTER COUNTS AS THE COST OF USING THE PIECE OF EQUIPMENT FOR A YEAR. FOR 
INSTANCE, IF THE CENTER BOUGHT A COMPUTER FOR $2500 WHICH WILL LAST 5 YEARS, IT SHOULD 
DEPRECIATE 1/5 OF THE $2500 OR $500 PER YEAR FOR THE FIRST FIVE YEARS. THIS $500 IS 
PART OF THE COST OF PRODUCTION, REPRESENTING WHAT IT COSTS TO USE THE COMPUTER IN THE 
BUSINESS . 

**D16. Operating expenses includes the following kinds of items. 

(Read of the list and record amounts if some or all are itemized, . list and record 
other items and calculate the total. 



1. 


Office Supplies 


2 . 


Children's Program Supplies 


3 . 


Maintenance Supplies 


4 . 


Equipment Rental and Maintenance 


5 


Non depreciated equipment 


6. 


Depreciation on equipment 


7 . 


Transportation and Travel 


8. 


Telephone 


9. 


Postage 


10. 


Marketing, Advertising, Public Relations 


11. 


Photocopying, Printing, Publications 


12 . 


Licensing and fees 


13 . 


Dues and Subscriptions 


14 . 


Interest Payments and Bank Service Charges 


15. 


. Miscellaneous 



**TOTAL ANNUAL OTHER OPiiRATING COSTS 
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D17. DONATED EQUIPMENT In the last fiscal year did the center receive any 
donated equipment? If you did receive such donations, please give me a 
list of the donated items. For each item, I'd like to know it's 
condition and it's replacement value. 

(Interviewer: Use worksheet D17 ow page WKS12 to collect these data. Ask the director 

TO SBS THE ITEMS TO MAKE YOUR OWN JVDGEHEUT ABOOT THE CONDITION OF THE ITEM, OR ASK THE 
DIRECTOR TO BVALVATE IT OSING THE PROCEDORE DESCRIBED IN THE WORKSHEET. IiFTER THE 
XHTSRVIEW USE WORKSHEET D17 TO ESTIMATE THE MARKET VALUE OF DONATED EQUIPMENT. ENTER THE 
TOTAL BELOW. NOTE: WE NEED THE BEST ESTIMATE OF DONATIONS WE CAN GET. DO THE BEST YOU 
CAM, BUT DO NOT END THE INTERVIEW BECAUSE YOU THINK THE ESTIMATE IS QUESTIONABLE. JOST 
KEEP TRACK OF YOUR THOUGHTS BY RECORDING IN THE CHECKLIST AT THE BEGINNING OF THE 
INTERVIEW QUESTIONNAIRE.) 

** TOTAL VALUE OF DONATED EQUIPMENT 



**D18. DONATED SUPPLIES AND MATERIALS. In the last fiscal year did your 
center receive any donated supplies and materials? If so please list 
each item. For each, give me an estimate of the market value. 

(Interviewer: Use worksheet D18 on page WKS12 to collect these data. Enter annual total 

BBLOV. AGAIN, DO THE BEST YOU CAN IN ESTIMATING THE VALUE OF DONATED MATERIALS.) 

** TOTAL VALUE OF DONATED SUPPLIES AND MATERIALS 



**D19. TOTAL ANNUAL OVERHEAD COSTS. 

Interviewer: this question is relevant only for centers which are part of a large 

SYSTEM of centers, OR ARE PART OF A LARGER SPONSORING AGENCY WHICH PROVIDES 
services to the CENTER. 

How much are you charged as overhead costs, as a contribution for the 
costs of operating your larger system of centers? 

** TOTAL ANNUAL OVERHEAD COSTS 
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?k*SEC.TIOH- E: REGUIiAR VOLpNfEERS 



(Interviewers: Note that this whole section represents critical infornation. 

This section asks questions about the use of regular volunteers, both parent 
and nonparent volunteers at your center who work regularly at least 4 hours 
per month . If you do not use volunteers in any capacity, skip to Section F. 

Interviewer: complete the table to answer these questions about each regular volunteer. 
In the left hand column enter each volunteer ^s initials. If the center does not keep 
records, ask the director to rely on her/his memory. 

NOTE: If there is some group of volunteers with comparable characteristics (such as a 

GROUP OF volunteer STUDENTS) WHO WORK SIMILAR AMOUNTS PER MONTH, RECORD INFORMATION FOR A 
TYPICAL PERSON IN THE GROUP. IN COLUMN E4 RECORD THE TOTAL NUMBER OF HOURS WORKED BY THE 
GROUP FOR A TYPICAL MONTH. IN COLUMN E5 RECORD THE HOURLY WAGE . 

El. Parent or Nonparent . Enter the number which describes the volunteer. 

1. Parent of a child enrolled in the center. 

2 . Nonparent 

E2 . The volunteer^ s regular occupation . Circle the number describing the 
person's work status or occupation: 

1. housewife or househusband 

2. a student or intern. 

3. manager or professional 

4. technicians, sales and administrative support 

5. services 

6. skilled crafts, repair and production worker 

7. unskilled operator, fabricator- or laborer 

8. farmer, forestry or fishing 

9. retired 

10. don't know 

E3. Nature of Volunteer work performed . Indicate the MAJOR sort of work 
each person performs for the center by circling the MOST appropriate 
number . 

1. accounting, legal or other technical administrative work. 

2. special teaching, e.g., music, art, etc. 

3. special professional services, e.g., nursing, social work, medical 

or psychological examinations 

4 . works as a teacher in one of the rooms 

5. works as a teacher aide in one of the rooms 

6. accompanies children on field trips 

7. helps raise funds for the center 

8 . serves on the governing board 

9. performs maintenance work such as gardening, cleaning, etc. 

10. secretarial or support work 

11. W-.rks with children with special needs 

12. other 

E4. Average # Hours volunteered per month . Enter the average amount of 
hours the person volunteers for your center per month. 
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E5. Hourly Wage for Volunteered Services . Write the hourly wage you would 
have to pay for the services the person has volunteered. 



DESCRIPTION OF VOLUNTEERS 



Initials 


(El) 

Parent/ 
Non-parent 


(E2) 
Regular 
Occupation 


(E3) 
Work at 
Center 


(E4) 
Hours/ 
Month 


(E5) 

Hourly 

Wage 




1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4-5 
6 7 8 9 10 


1 3 4 5 6 7 
8 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 

7 D Q 1 n 


1 2 3 4 5 6 7 

p Q in 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 
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DESCRIPTION OF VOLUNTEERS CONT'D 



Initials 


(El) 

Parent/ 
Non-parent 


(E2) 
Regular 
Occupation 


(E3) 
Work at 
Center 


(E4) 
Hours/ 
Month 


(E5) 

Hourly 

Wage 




1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
13 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 
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DESCRIPTION OF VOLUNTEERS CONT'D 



Initials 


(El) 

Parent/ 


(E2) 
Regular 


(E3) 
Work at 


(E4) 
Hours/ 


(E5) 
Hourly 

Waff ^ 




1 2 


1 2 3 4 5 
fi 7 8 Q 1 n 


1 2 3 4 5 6 7 

O zf XLf XX 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 

8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
fi 7 R Q 1 n 


1 2 3 4 5 6 7 

RQinil 19 

O 7 X*-* XX x^ 








1 2 


1 2 3 4 5 

c 7 Q Q T n 
D / O X u 


1 2 3 4 5 6 7 

O i7 XU XX x^ 








1 2 


1 2 3 4 5 

c 7 Q Q T n 
D / O ^ X U 


1-2 3 4 5 6 7 

RQinil 19 
o y XU XX x^ 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 








1 2 


1 2 3 4 5 
6 7 8 9 10 


1 2 3 4 5 6 7 
8 9 10 11 12 







30 



ERIC 



**SECTION F; . PRig|S:;QF. MA!jERIA|*S 



In this section we need to collect some information on the prices you 
pay for several commonly used items in your center. It will be great if you 
know or have records of the prices you paid the last time you bought each 
item. If not, maybe there is someone else at the center who would know. 
Otherwise, give me your best guess. 

Please give me the following information about these 12 items which you 
purchase. What price did you pay the last time you made the purchase. If 
you do not use the item, just say so. 

Fl. Where Purchased . Which of the following best describes the kind of 

place where the center buys this item or from whom it is supplied if you 
do not purchase it yourself? (Record the number in column Fl.) 

1. local retail store 

2. local wholesale store 

3. regional or national distributor 

4. supplied by our sponsoring agency, or purchasing agent. 

5. donated 

6. don't use 

F2. Price . What price did you pay for the item? 

F3. Unit . What is the unit size of this purchase price? By the gallon, case 
(if case, how many of what size per case), dozen, ream, etc. 



Item 


(Fl) 

Where 
purchased 


(F2) 
Price 


(F3) 

Unit or 
package 
size 


(Please 

leave 

blank) 


milk 


1 2 3 4 5 6 








salt ines 


1 2 3 4 5 6 








paper tov/els 


1 2 3 4 5 6 








napkins 


1 2 3 4 5 6 








water color markers 


1 2 3 4 5 6 








9 X 12 construction paper 


1 2 3 4 5 6 








ta!jle-top interlocking 
plastic blocks 


1 2 3 4 5 6 








gasoline 


1 2 3 4 5 6 








dishwashing detergent 


1 2 3 4 5 6 








photocopying per page 


1 2 3 4 5 6 








copy paper 


1 2 3 4 5 6 








disposable diapers 


1 2 3 4 5 6 
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SECTION Q:;:FEES^; ARp. S.QURCES, pF;'pCOME.^^OR:- RJEVE^^UE 



This section asks questions about your fees for services, and the extent to 
which you offer discounts or serve children who get financial aid from state 
child care programs. We also ask a few questions about the sources of 
financial support and your fund raising efforts. If you have any published 
fee schedule, it may help me. (If the director has a poblishbd fee schedole ask for 



First, we are interested in learning about fees paid by your clients - 
parents, and state or county agencies which help pay for child care for low 
income children. That is, we are interested in the cost to parents or other 
consumers . 

How do you charge tuition to families: hourly, daily, v/eekly, monthly? 
(Circle the number of each rate used.) Which rate is the rate you use most 
coitimonly? (Circle the correct whole rxswer in the list.) 

1. Hourly 

2. 1/2 day 

3. Daily 

4. Weekly 

5. Monthly 

(Interviewer: We will use monthly fees to compare fees between centers. There is a 
problem in properly representing the center's fees using monthly rates if this is not 
their most common rate, and this most common rate converts into a higher or lower monthly 
rxtj than the monthly fee. for instance, if the monthly fee is $400 /month, and the most 
common fee charged is a weekly fee of $100 /week, th? monthly equivalent of $100 /week = 

$100 X 4.3 = $430, NOT $400/MONTH.) 

If the most commonly charged fee is not the MONTHLY FEE, THEN RECORD THE FEE STROCTORE ON 
WORKSHEET Gl ON PAGE WKS13 . AFTER THE INTERVIEW YOU SHOULD USE THE WORKSHEET TO CONVERT 
TEE FEES TO THE CORRECT MONTHLY RATE AND RECORD THESE FIGURES IN Gl BELOW. If THE MOST 
COMMONLY CHARGED FEE IS MONTHLY, THEN RECORD THE STRVCTORE REPORTED BY THE DIRECTOR BELOW 
FOR EACH AGE GROUP OF CHILDREN FOR WHICH THE CENTER HAS A PROGRAM. 

Gl. Please give me the full fee (that is, the highest normal monthly fee 
paid by parents, not including discounts or special fees) for each age 
group of children the center serves. 



1. 


Infants 


Monthly 


Fee 


$ 


2. 


Toddlers 


Monthly 


Fee 


$ 


3. 


Older Toddlers 


Monthly 


Fee 


$ 


4. 


Pre School 


Monthly 


Fee 


$ 


5. 


School Age 


Monthly 


Fee 


$ 



A COPT.) 
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G4. 



G5. 



G6. 



G7 . 
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Approximately what percent of families pay additional fees above the 
normal rate? (Get a ballpark figure here, if necessary.) 

1. Percent of families paying lunch fees % 

2. Percent of families paying breakfast fees % 

3 . Percent of families paying diaper or special infant fees 

(this shoald be % of families with infants enrolled) % 

4. Percent of families paying special fees for lessons, etc. % 

Do you charge higher rates per hour for children enrolled part-time? 

YES [1 ] NO [0 ] 

If fees are higher for part-time children, approximately what per cent 
of your FTE (full time equivalent, not, number of children) do they 
represent? (Again, a ballpark estimate is okay here. Refer to definition of 

FTE children in question A16 ABOVE.) 

% of FTE made up of part-time children 



As part of your fee policy, do you provide discounts for certain 
groups of customers? (These are discounts to attract certain groups of 
customers or to provide a benefit for center employees. Write 1 to the right of 
the bracket for all that apply.) 

1. Discounts to 2nd, multiple children enrolled from the 



same family [ ] 

2. Discounts to employees of certain businesses [ ] 

3 . Discounts to children of your staff [ ] 

4. Other (DESCRIBE) [ ] 



If you enroll children receiving county or state Department of Social 
or Human Services subsidies, what is the maximum monthly fee per child 
allowed by the county or state? (IF the state pays by a daily rate, multiply 

BY 21.7 TO GET THE MONTHLY RATE.) 

Infant Monthly Fee per Child 

Toddler Monthly Fee per Child 

Preschool Monthly Fee per Child 

School Aged Monthly Fee per Child 

Do you charge fees based on a sliding fee scale (based on family 
income) for low-income children not subsidized by the county or state? 

YES [1] NO [0] 

Do you offer some other kind of special help to low-income 

children? YES [1] NO [0] 

(If the director answered "YES" to G7 or G8, ask the question below.) 
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G9. How do you finance these subsidies? (WRITE 1 in the bracket to the right 

OF ALL THAT APPLY.) 



1. from center profits or from fee revenue from other children [ ] 

2. funds from our sponsoring agency (church, university, 
corporation, etc.) [ ] 

3. outside funding from local foundations, businesses, etc. . [ ] 



**G10. How many FTE children are there in your entire program who have 

tuition paid fully or in part by a government or other agency. We are 
interested in the total number of FTE slots taken up in your center by 
children served by agencies such as the State or County Department of 
Social or Human Services, Head Start, a Public Schools based program. 
United Way, your sponsoring agency, etc. Do not include children 
whose parents receive a regular discount. 

** TOTAL NUMBER FTE SUBSIDIZED CHILDREN FROM ALL SOURCES 

(except regular discounts on fees) 

Gil. Identify any of the following activities you use routinely to help 
finance the center? (Write 1 iw the brackets that apply.) 

1. Membership campaign [ ] 

2. Center Board sponsored fund raising events [ ] 

3. Parent sponsored fund raising events [ ] 

4. Grant requests from local philanthropic groups [ ] 

5. Small events like bake sales, garage sales, etc [ ] 

6. Outreach to local community groups and businesses [ ] 

7. Grant requests to local, state, federal 

Governmental agencies [ ] 

8. Parent volunteering [ ] 

9. Participation in local United Way or 

Community Fund Drive [ ] 

10. Private donations [ ] 



G12 . Please estimate the total number of hours devoted, on average, 

annually by you and your staff to fund raising activities. (Record 

HOURS FOR EACH TYPE OF STAFF TO HELP GET A BETTER ESTIMATE OF THE TOTAL.) 

# Hours per Year 

The director 

Other administrative . . . 

Teaching staff 



TOTAL # HOURS PER YEAR DEVOTED TO FUND RAISING 
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G13 . When did you last increase your fees? Month Year 



G14. Th3 last time you raised your fees, what was the average percentage 
increase? 

Percent increase in fees 



G15. Do you plan to increase your fees in the next six months? 

YES [ 1 ] NO [ 0 
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SECTION :;H;,,. -.Topi,:;;^ :immE:mM^&&M 

In this section I will ask for the information necessary to understand the 
total income and revenue the center received in its last fiscal year. 

HI. In the last fiscal year, how much cash did you earn or take in from 
the following sources? 

REVENUE SOURCES AMOUNT OF INCOME 

1. Program service fees paid by parents 

2. Program service fees paid by the state or County 

Department of Social or Human Service 

**3. U.S.D.A. Child Care Food Program . . 

4. Subsidies or contributions from local community 

groups such as the United Way, Kiwanis, etc 

5. Cash contributions from your corporate, church 

university, school sponsor, or membership 

6. Municipal, State, or Federal Government contributions 

other than shown in (2) above 

7. Special events and fund raising efforts 

8. Cash contributions from parents' employers 

9. Private donations 

10. Investment income 

11. Other (2) . . . 

12. Other (3) . . . 

TOTAL 

H2 . (For proprietors only) How do you receive personal income from this 
business (Write 1 iv all thax apply) 

1. By taking a salary [ ] 

2. By taking a draw from the business [ ] 

3. By getting a rate of return on the business ' [ ] 

4. By receiving rent for the facilities [ ] 

5. Other [ ] 
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SECTION I: PHYSICAL SPACE 



This is the final section of the interview. I have a couple questions 
about the physical square footage of the center. If you do not know these 
measurements, with your permission, I would like to be able to take a few 
minutes to make the measurements, 

**I1. On which floors is the center located? 

If the center occupies a basement, write 0. 

If the center occupies the 1st floor, write 1. 

If the center occupies 1st and 2nd floors write 12. 

If the center occupies a basement and the 1st floor write 01 



**I2 . What is the total inside square footage occupied by the center? 

(Including the kitchen, mechanical equipment room, reception 
area, administration space, etc.) (needs to be measured ip necessary.) 



**I3. V?hat is the total square footage of rooms used by children? 

(Includes areas used exclusively for child care activities. Does 
not include areas for built-in furniture, infant cribs, store 
cxosets and toilet facilities.) (needs to be measured if necessary.) 



**I4. What percentage of the child activity space is a basement space? 

(e.g. write 20 for 20 percent) . 



**I5. What is the total square footage of outdoor play areas used by 
children? (needs to be measured if necessary.) 



Interviewer: The remaining qoestions in this section are questions for yoo to assver 
from yoor own observations of the center. if yoo have to make measurements of tbf 
center xoo can watch for these items. Yoo shoold ask the director if yoo can look 
around the facility to check on a few qoestions aboot facilities. if necessary yoo cam 
summarize what you will be looking for. 

16. What is the total square footage of the v/eather-proof section of the 
outdoor play area? (This is the area protected from sun and rain) . 



17. Are the wall treatments of the child activity rooms and toilet 
facilities soil resistant and easily cleaned (such as ceramic, vinyl 
or formica wall coverings)? 

YES [1] NO [0] 

18. Does every room (other than the bathrooms) normally occupied by 
children have at leant one outside v/indow or door for emergency rescue 
or venting? 

YES [1] NO [0] 



19. 



Do the child activity areas use a mixture of natural and fluorescent 
or incandescent lighting? YES [1] NO [0] 



no. Are the electrical receptacles in child activity spaces child safe - 
either at least 4 ft 6 inches above the finish floor or capped? 



YES [1] NO [0] 

111. Do the rooms have automatic fire and smoke alarms? 

YES [1] NO [0] 

112. Do the mechanical equipment rooms open directly to the exterior for 
access by maintenance personnel with no access into any interior or 
exterior child activity spaces? 

YES [1] NO [0] 

113. Do diaper changing areas, toilet facilities and kitchen have proper 
ventilation? 

YES [1] NO [0] 

114. Is the temperature in indoor child activity areas around 68° F. 
(winter) and 78° F. (summer)? 

YES [1] NO [0] 

115. Which one of the below best describes the entrance and the reception 
area of the center? (Write the number of the best answer in the 
bracket.) [ ] 

1. Freshly painted, very organized, and as spotless and shiny as a 
doctor's office. 

2. Freshly painted, clean, but not extremely shiny or organized. 

3. Cluttered, but not dirty. 

4. Messy and dirty. 

116. Do you notice any undesirable odors (possibly from the kitcnen or 
diaper change area)? 

YES [1] NO [0] 

117. On a scale from 1 (poor) to 5 (very good) hov/ do you rate the 
teachers' appearance (grooming) and presentation? 

r ] 

118. On a scale from 1 (poor) to 5 (very good) how do you rate the 
directors' articulateness? 

[ ] 

119. Do you see amenities pertaining to parents (such as a library or free 
coffee and cookies)? 

YES [1] NO [0] 
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ijr. FQR AFTER COMPLETION OF TSB INTBBVXBIf 

Jl. ASSESSMENT OF THE QUALITY OF FINANCIAL DATA COLLECTED. Please 
evaluate the quality of the cost and income data you have just 
collected. Which of the following assessments best describes the 
quality? 

1. Very good. The center maintains complete records and 



most data was collected from these records ... [ ] 

2. Reasonably good. For instance, year-end cost summaries were not 
available, but I collected monthly data from well maintained 
records and 1 am reasonably confident about estimates we had to 
construct from recollection [ ] 

3. Poor. The center does not have complete records for the 
whole fiscal year. In many cases we had to make year end 
estimates from incomplete monthly estimates and recol- 
lection, about which I am not very confident [ ] 

J2 . If you answered (3) to the above questions, check the subcategories of 
data which are most problematic. If all were, check them all. 

1. Wages and hours of staff [ ] 

2. Personnel costs [ ] 

3 . Occupancy costs [ ] 

4 . Food Service costs [ ] 

5. Operating Costs [ ] 

6. In-kind Donations [ ] 

7 . Income data [ ] 

8. Other (Please 

Specify) 
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Summary 



Ever>' day, five million American children 
attend child care. Indeed, forty percent 
ot all American yoiini,'Sters spend some 
ot their prc.-chool months in child care. 
As child care has hecome essential to 
our nation's children and their families, 
fresh; clear knowledge about child care 
quality, costs, and child outcomes is 
increasinf^ly necessary. 

To that end, C-ost. Quality, and Child 
Outcomes in Child C-are Centers, 
provides a comprehensive study ot center 
child care in tour states: Los Anj^eles 
County, California; the Front Ranj^e in 
Colorado, the New Haven/Hnrrtord 
corridor in Connecticut, and tlie 
Piedmont Triad in North Carolina. 
Researchers from the University ot 
C-olorado ar Denver, the University ot 
C-alifomia at Los /.ngeles, the University 
of North Carolina at Chapel Hill, and 
Yale University collected and analyzed 
data duriny 199^ and 1994. In total, 
data were collected from 401 centers and 
^^26 preschool-aycd children attendinj^ 
a suhsample of these centers. 

In the research doiyn, we deliberately 
designed an intensive, on-site study of 
centers in tour fairly representative states 
with \-aryin<i licensin.L; standards and 
demographic and economic 
characteristics. Taken tof^ether, our 
results f^ive a national overview. 
Individually, the results for a given 
state are representati\-e of other states 
with similar characteristics. 



FINDINGS 

The Quality of Services 

• Child care at most centers in the 
United States is poor to mediocre, 
with almost halt of the infant and 
toddler rooms having poor quality. 

• Only one in seven centers provides 
a level ot quality that promotes 
healthy development. Child care in 
one in eight centers threatens health 
and .safety. Seven in ten centers are 
pro\-iding mediocre care which may 
compromise children's ability to enter 
school ready to learn. Infants and 
toddlers fare worse. Forty percent of 
the infant and toddler rooms were 
observed to endanger children's 
health and safety. Only one in 12 
infant and toddler rooms are 
providing developmentally 
appropriate care. 

• The quality of child care is primarily 
related to higher staft-to-child ratios, 
staff education, and administrators' 
prior experience. In addition, teachers' 
wages, their education and specinli:ed 
training were the most important 
characteristics that distinguish poor, 
mediocre, and good-quality centers. 

• States in this study with more 
demanding licensing standards ha\-e 
fewer poor-quality centers; centers 
that comply with additional standards 
beyond those required for basic 
licensing (such as those required for 
funding or accreditation) provide 
higher quality services. 

• C-enrers with extra resources used 
them to impro\'e quality. 



As child care 
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The quality 
of child care 
is positivily 
associated 
with 

developmental 
outcomes for 
children 
across all 
levels of the 
mother's 
education. . . 



Child Outcomes and Their Relation to 
Center Quality 

• C'hildron's coi^jnitivc ;ind sucinl 
dcvcldpment ;irc positively rehired to 
rhc qiialiry ot rhcir child ciirc 
experience. Qimpnred to children in 
lower quiility settings, children in 
higher qunlity classrooms displayed 
more advanced lanKUiif^e development 
and pre-math skills, had more 
advanced social skills, had more 
positive attitudes toward their child 
care experiences, and h;id warmer 
relationships with their teachers. 

• The quality of child care is positively 
as^ociated with developmental 
outcomes tor children acro.ss all levels 
of the mother's educntion. hi some 
cases child care quality was even more 
strongly related to the outcomes of 
children at risk. 

Cost, Revenue and Support 

• Center child care — even mediocre 
care — is costly to provide. 
Donations — including ^oods, space, 
volunteer hours, and foregone waj^es 
ot workers — account for more than 
one-fourth of the full cost ot care. 

• Good-quality services cost more than 
mediocre-quality services, but nor a 
lot more. 

• ("enter enrollment affects coNts. Cost 
per child hour decreases with the 
increase in total child hours provided 
and more intensive use ot the L'.vi.stni.? 
space. Also, there are economies ot 
scale for larger centers. 

• Cash payments from i^ovemment and 
philanthropic .sources represent aboiit 
28"i) of center revenue, with the 
remainder comin}^ from parent tees. 

Sector Comparisons 

• While there are differences between 
nonprofit and for-profit centers, their 
overall quality is not significantly 
different, except in (he one state with 
low licensing stanvlanls. 



• Within each sector, particularly in the 
nonprofit sector, there are variations 
by sub-sector in center characteristics 
and overall quality. 

• These findings suggest that it is 
dilficult to . -sociate any given level 
ot quality with sector overall; rather, 

le\'els ot quality may be more clearly 
aligned with sub-sectors. 

• On average, both nonprofit and for- 
profit centers seem equally efficient 
in their allocation of resources in 
the sense that the \'ariable cost per 
child hour is not significantly 
different for centers with similar 
enrollment and quality. 

The Competitive Environment 

• Characteristics of the market — 
competition and subsidy dependence — 
affect center finances, with nonprofit 
and for-profit centers facing different 
competitiv e conditions that affect 
their performance. 

• Although parents report that they 
value good-quality care, they 
substantially overestimate the quality 
of care their children are receiving. 
This lack of consumer knowledge 
and the fact that there is little 
difference in fees in centers providing 
high- and low-quality care suggest 
thai there is little financial incentive 
for centers to improve quality. 

RECOMMENDATIONS 

The main recommendation of the study 
is that the miintry must commit to 
improving the quality of child care 
services and to improving access to 
good-quality child care programs. The 
study identifies key initiatives that will 
be necessary to improve child care quality: 

• Parents need to have better tools to 
identify good quality child care; 

• States should implement higher 
Liuality child care standards; 
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• The n;itic-n needs to increase its 
in\'estinent in child care staff; 

• (Jo\'ernment, hiisine. s and pri\'ate 
philanthropies need to increase their 
in\"esnnents to help families pay for 
the cost of qoo.d-qualiiy child care, 
ani.1 those investments need to he 
tied to incenti\'es to increase quality. 

ORGANIZATION OF THIS REPORT 

Tliis study is unique in its cro.ss- 
disciplinar^- approach to invcstis^itinti; 
child care provision. Our team included 
economists, de\'elopmental psycho lojjists, 
de\'elopment and early childhood 
educators. The research questions asked 
and our findinj^s were informed hy tliis 
cross-disciplinary perspective alonj^ 
with the perspectives of oi.ir Technical 
Advisory Coniiniaee. In particular, our 
intent has heen to hroaden the scope of 
inquiry to investigate how the structure 
of the industry- and market competition 
affect the cost and quality of center child 
care. The first chapters in this report 
orient the reader to our approach. 
C^hapter One outlines the study 
methodokitiy. Chapter Two briefly 



discusses the economics of tlie center 
child care industry. C-hapier Three 
presents the conceptual structure used 
to desciihe the functioning of child care 
centers, the relation between the cost 
and quality of services, and the effects 
of services on children's de\'elopment. 

Chapters Four through Se\'en present 
study results summarized in thirteen major 
findings. The chapters are organized by 
category- of finding. Chnprer Four descrilies 
findings related to center quality and the 
relation between center quality and child 
outcomes. Chapter Five describes findings 
related to center finances — costs, the 
cost-quality relation, and the impact of 
donations and other subsidies on costs 
and parent fees. Chapter Six compares 
the characteristics of the for-profit and 
nonprofit sectors of the market and 
compares their performance with respect 
to cost and quality of services. Chapter 
Seven reports on the competitive 
characteristics of the industry and on 
re.sults about the demand for quality child 
care. Finally, Chapter Eight polls together 
major findings and makes public policv 
recommendations which flow from 
these findings. ' 



...the country 
must commit 
to improving 
the quality 
of child care 
services and 
to Improving 
access to 
good-quality 
child care 
programs. 



47G 



3 



Chapter I 

Study Background and Methodology 



Eiirly Ciirc niul education (ECE) serves 
;u le;ist two different functions; 

( 1) freeing parents, primarily mothers, 
ti) enter the paid hibor force, and 

(2) fosterinjj the physical, emotional, 
cognitive, and social development of 
children. This study finds that the second 
function is not well met, falling far helow 
a satisttictoiy level. Each function is 
addressed helow. 

More and more women, many with small 
children, are hein.ti; drawn into the paid 
labor force, some for the satisfactions of 
working outside the home, many from 
economic necessity. The number of 
child care facilities has increased to meet 
the demand. In 1990, half of all four- 
year-olds and 27% of all rhree-year-okls 
in the United States were enrolled in 
smno kind of early chiklhood pro.yram. 
C'enter care represents an increasinj^ share 
of out-of-honie child care, particularly 
tor preschool children. In a recent study, 
close to halt of employed mothers and 
one third of unemployed mothers of diree 
and four year okls reported center care as 
their main child care arrangement 
(Wilier, Hofferth, Kisker, Hawkins, 
Farquhar, & Giant:, 1991). 

Studies show that much of the ECE 
ser\'ices children receive in centers and 
in family child care does not promote 
their co{^niti\'e, social, and physicnl 
(.levelopment (Whitehook, Howes, & 
Phillips, 1989; C3alinsky, Howes, Kontos, 
& Shinn, 1994; Clifford, Russell, 
Fleminj;, Peisner, Harms, <Ii Oyer, 1989; 
Cryer, Clifford, & Harais, 1988; Kisker, 
Hofferth, Phillips, & Farquhar, 1991). 
Ne\'ertheiess, there is considerable 
(.'\'idence from previous research that 
<j;ood-(]uality EC^E can inake a difference 
in the (.le\'elopmental outcomes of 
children. It has been used successfully to 
prepare "at-risk" chiklren for entry into 
school. C-onipared witli children in 
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poor-quality ECE programs, children 
from low-income families who attended 
hif^h-quality proKtiHiis have higher IQs 
during early childhood (Rurchinal, Lee, 
& Ramey, 1989; La:ar, Darlington, 
Murray, Royce, & Snipper, 1982), middle 
childhood, and through adolescence 
(Campbell & Ramey, 1994), better 
academic outcomes (Campbell <Ii Ramey 
1994; Hayes, Palmer, & Zasknv, 1990; 
Lazar et al., 1982; Schweinhart & Weikart, 
1980) and became more productive 
citirens as adults (Bcrrueta-Clement, 
Schweinhart, Bamett, & Weikart, 1984). 
Furthermore, there is evidence that 
children from both middle-income and 
low-income families who attend f^ood- 
quality centers have better social and 
intellectual de\'elopment (Doherty, 
1991). The 1994CameHie report, Starmig 
Pohus: Meeting the Needs of Our V'nungc.st 
CJiildren, documents the importance of 
early stimulation to the de\'elopnient ot 
chiklren's brain stnicture, ability to learn, 
and moral reasoninj^. It arj^ues, hviwever, 
that the current, fragmented ECE 
institutuinal arranj^einents cannot 
guarantee the quality ot services 
necessary for children's healthy 
de\'elopment (C^arnegie C'orporation ot 
New York, 1994). 

C().sc, Quality, and OhiLl ihnannes in 
Ohild Care Centers was undertaken to 
increase our knowledge ot the operation 
ot child care markets to help explain 
existing le\'eLs of quality of care. Because 
the economics of the child care industry' 
is not well understood, this study com- 
bined the expertise of child 
de\'elopment professionals in measuring 
quality with the skills of economists in 
measuring cost. The analysis of these data 
pro\'ides insights into the dynamics of 
the market that inhibit centers from 
pro\-iding better care. It compares the 
performance ot both tor-profit and 
nonprofit centers. It describes a 
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coinpetiti\'c industry with low profit 
nwr^insnnd with little tiiiiincial incenti\'e 
to improve quality. In explaining why the 
quality of most care is poor to mediocre, 
it points to ways in which investment 
can impro\'e the de\'elopiiiental outco?'''"es 
of young children to help ensure their 
ahility to heij;in scho.>l ready to learn. 

The Cost, Quality, and Child Outcomes 
Study focuses on the relationship hetween 
the cost and quality ot child care in 
centers providing kill-rime services, as 
well as the effect ot center quality on 
children's developmental outcomes. It 
is hased on a study of 401 child care 
centers durint^ the spring ot 1993 and a 
sample of 826 preschool children who 
attended these centers. Approximately 
100 centers were studied in each ot the 
tollowinR locations: Los Angeles County, 
California, the Front Range region ot 
C^olorado (C^olorado Spring.s, Denv'er, 
Fort Collins), the Hartford-New Haven 
corridor in C'onnecticut, and the 
Piedmont Triad area in North Carolina 
(Creenshoio, Winston Salem, and 
High Point). 

The study has involved the collaboration 
ot early childhoixl experts and economists 
at tour universities: Suzanne Helhurn, 
Mary Culkin, Naci Mocan, and John 
Morris at the University of Colorado at 
Denver; Carollee Howes and Leslie 
Phillipsen (currently on the faculty of 
The University ot Memphis) at the 
University ot California at Los Angeles; 
Dehby Oyer, Ellen Peisner-Feinherg, 
Richard Clifford, Peg Burchinal, and 
Donna Bryant at the Frank Porter 
Graham Child Devekipment C'enter at 
the University ot North Carolina at 
Chajxd Hill; and Sharon Lynn Kagan 
and Jean Riistici at Yale University. 

The questions addressed hy the study 
include: 

• What is the relation between cost and 
quality ot center child care? 

• How is the quality ot child care center 
environment related to children's 
cogniti\'e, language, and social skills.' 

■ . 1- i' 



• Are there differences in the 
relationship between child care 
quality and de\'elopmenral outcomes 
tor children trom difterent 
backgrounds.'' 

• What can we learn about the relati\'e 
importance of statting ratio, group 
si:e, qualifications of staff, statt 

. turnover, and quality of administration 
and leadership on the ovenill quality 
ot services.' 

• How do licensing standards and 
regulations affect cost, quality, and 
service delivery.' 

• How do changes in wages of difterent 
categorie.s ot statt affect center 
decisions about the mix ot statt to 
employ.' 

• What are the differences in practices 
hetween tor-profit and nonprofit 
center, and how do they affect the 
cost ot providing care and quality of 
services.' 

• Can larger or more intensively used 
centers provide the same quality 
services at a lower cost ot provision 
per chikl than smaller or less 
intensively used centers? 

• What are the economic ad\'antages 
and disad\'antages to centers in 
pro\-iding ser\'ices to all age groups 
ot cliildren versus only one or two 
age-groups? In economic terms, is 
there a most etficient mix of age- 
groups and enrollmenr size? 

• Which types of centers pcrtorm most 
efficiently in terms ot the cost ot 
providing ser\'ices of a specific level 
ot quality? 

• How effectiv e are parents in 
monitoring the quality ot care? 

• What public policies are suggested by 
these findings? 
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STUDY METHODOLOGY 

The huir-.snito teiim cullcctcd cust ;iiul 
quiility diitn thnnij^li \'i.sit.s diiriiif^ tho 
sprints lit 1993 m appniximatcly 50 
raixliiinly clmscn tur-pnitit centers aiul 
50 ranJumly clmsen imnpnitit centers 
in each oi the tiuir Kicatinns', The study 
included unly state-licensed child care 
oenrers ntterin<^ services at least 30 hours 
per week. 1 1 months per year.- This 
includes pru.yrains such as Head Start and 
public scinHil spiinsnred preselnml 
pro.qnims as Km^ as the pniHrains pni\-ided 
fiill-tiine care as defined in this study. 
Tliey had to have heen in uperatinn at 
least line lull (iscal year imniei-liately prinr 
tci this study, and the majurity ot children 
had til attend at least 30 hnurs and fi\ e 
days pe^r week. Tahle 1.1 shuws the 
number oi centers in the sample hy sectur, 
auspice, and nther cate<^ories o( interest. 

In this repurt, we use "sectur" to 
Jistin<i;uish between nunprcitit and tur- 
prutit centers. We use "auspice" to refer 
to the subsectors within the nunprotit 
and hir-prntit sectors, ior instance, 
independent mmpnitit, chiirch-aftiliated 
nonprcitir, etc. 

A total (it 228 infant/tiKldler classnnims 
and 521 preselmul classnmnis were 
nhser\'ed to ..liect inturniation ahunt 
pnice.ss ^luality. Fur pur| . .cs oi this study 
intant/tuddler rcxmis were defined as 
thiise where a majurity nf children were 
less than twii-and-a-h;i!f years nld. 
Presclnml classruums were defined as 
those where a majority oi children were 
;it Ica.st rwi)-and-a-half years nld hut nut 
yet in kinder!j;arten. At each center, twci 
classriHinis were randnmly chusen, une 
pre.sclnml ani.1 une infant/tndi.ller nxuii 
it the center serwd Kith a<^e sj;riiups. Nn 
schiml-a,^e classmonis nr kinder.yarten 
classnxnns were nhserxed. 

In additiiin, we studied the de\'ekipmental 
iKitciinies (if cliili.Iren in their next-tn- 
lasr year of presclnxil who were attendinji; 
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a subsample nf observed preschool 
classes. A total of 826 children 
(approximately 200 per state) from 181 
centers were included in this phase of 
the study. Durinjj the summer of 1993, 
indi\'idual assessments of the children 
were conducted at the centers by trained 
obser\XM"s. Teachers completed ratings 
about each child, and parents pro\'ided 
demofiiraphic information nbout their 
families. The .same children were as.sessed 
a^ain at the end of preschool, and at the 
end of their kindergarten year in 1995 
in the loni^itiidinal continuation of this 
study. 

Measures 

l)i\t-,\ collectors obtained in-depth 
financial information on center costs, 
amounts and sources of revenue, and 
sources of donations through cm-site 
inter\aews and reviews cif center records 
with center administrators or owners. 
They also collected data on program 
characteristics, including total atten- 
dance, entollment and maximum 
licensed capacity of infants, toddlers, 
pteschciolers, and school-aj^e children; 
staff-to-child ratios; <,'roup si:e; number 
of publicly subsidized children; opcratinf^ 



Table 1.1 

Number of 
Centers in 
the Sample 
by Auspice 
and Special 
Categories 





CA 


CO 


cr 


NC 


All 


Auspice: 












Nonprofit Centers 


51 


50 


49 


SO 


200 


Independent 


20 


28 


27 


21 


96 


Church Affiliated 


23 


17 


15 


21 


76 


Publicly Operated' 


8 


5 


7 


8 


28 


For-profit Centers 


49 


50 


52 


SO 


201 


Independent 


29 


26 


41 


28 


124 


Worksite Independent 


1 


0 


3 


0 


4 


Local Chains 


1 1 


7 


3 


4 


25 


National Systems 


8 


17 


5 


18 


48 


Special Categories: 












Publicly Supported 


5 


12 


13 


16 


46 


Publicly Supported with 












Funds Tied to Higher 












Regulations' 


3 


1 1 


8 


8 


30 


Worksite' 


2 


0 


7 


7 


16 


Accredited 


4 


10 


15 


2 


31 
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Table 1.2 

Description 
of the Center 
Sample 



luniis; invnersKip; services ;unl pruf^riims 
littered; pnrent piirticipatinn; persnnnel 
policies; volunteer services; nnd tee 
schedules nnd pulicies. Finally, they 
provided intorni;ition on the ei.luc;ition, 
tniinint;, deino^niphic chnracteristics, 
iind w;i};es nt eiich st;itt person working 
directly with children. T;ihle 1.2 
descrihes the prognimmntic ;ind other 
chiinicteristics ot the centers. 

In oiich sti'te, pnirs ot oKsorvers — who 
were triiined in n week-lonq intensi\'e 
prot^nim — \'isited ench center tor one 
d;iy (trom 8:30 ;i.ni. to 3:00 p.m.) to 
ohserw two nindomly sele^'ted chissrixmis. 
They ii.sed two well-est;il">tishei.l ^lohil 
ohservatiiin instruments to 
comprehensively ;issess the diiy-to-d;iy 
qunlity of c;ire provided tor children: the 
E;irly Childhood Environment Ratiny 
Scale (ECERS) (H:irms & e:iiftord, 1980) 
and its intant/totldler version, the 
Intant/Toddler Environment Rating 



Characteristic: 


Mean 


SD 


FTE Enrollment 


70 


47 


Proportion of FTE Infants/Toddlers 


0.22 


0.23 


Proportion of FTE Preschoolers 


0.60 


0.25 


Proportion of FTE School Age Children 


0.18 


0.19 


Ratio of Actual ;o Maximum Legal Enrollment 


0.82 


0.20 


Proportion of Centers with Waiting List 


0.68 




Years in Operation 


13 


12 


Hours Open per Day 


1 1 


1 


Proportion of Subsidized Children 


0.23 


0.32 


Proportion NAEYC Accredited 


0.08 




Proportion of Children White, not Latino 


0.66 




Proportion of StaffWhite, not Latino 


0.70 




Director's Education in Years 


16 


2 


Directors Prior ECE Experience in Years 


8 


7 


Proportion with Part-day Program 


0.79 




Proportion with Before and After School Care 


0.60 




Proportion with Summer Camp 


0.49 




Inside Square Footage 


4910 


4088 


Inside Square Footage Used by Children 


3617 


2951 


Inside Square Footage per Child 


82 


68 


Proportion of Centers with Volunte.3rs 


0.39 




Volunteer Hours per Month' 


125 


224 


Value ofVolunteer Hours per Month' 


$ 310 


$ 367 


Percent Change 'n Enrollment Last Year 


+ 7% 


26 


Net FTE Staff Positions Added in Last Year 


0.80 


2.00 


1' Mcin IS for the 157 centers using volunteers, or 29% of the s 


ample. 





Scale (ITERS) (Harms, Ciyer, & Clifford, 
1990). The ECERS is a 37'item scale 
ort^ani:ed under seven catef^ories: personal 
care routines, turnishin^s and ilisplay tor 
children, lanf^uaye-reasonin.q experience, 
tine and gross motor activities, crcati\'e 
activities, social development, and adult 
needs. &ich item is .sctired on ;i .sewn point 
scale from inade\]uate to excellent. The 
ITERS is a .similar instrument designed 
to assess center rooms ttir children trom 
birth throuj^h 30 months ot age. 

In atklition, ohser\'ers usei.1 two 
instruments designed specitically to 
measure teacher invoK-enient: the 
C^irej^iver Interaction Scale (Arnett, 
1989), which mea.sures the lead teacher's 
sensiti\'iiy, harshness, dei^ree ot attachment, 
and permissi\'eness; and the Teacher 
!n\-olvcment Scale (Howes 6i Stewart, 
1987), which measures the amount and 
eiuality ot teacher-child interactions. For 
all tour instruments tests ot in'.errater 
ri.'liahility at each sire and herween sites 
were very hiiih. 

Based on a principal components analysis, 
tor each center, the results ot the EC'ERS> 
ITERS, CraregiN'ers Interaction Scale, and 
Teacher InvoK-ement Scale were 
comliined tor the two classrooms into an 
overall i.]uality index. The center einality 
index is an avcraye ot the scores ot the 
two rooms stutlied in the center, weighted 
hy the percent i if preschoolei's ani.1 percerit 
ot intant/toddlers in die center. The 
i-juality index is scaletl trom 1 to 7, trom 
lowest ro highest quality, to contorm tt) 
the scaling used in the ECERS and 
ITERS instruments (see fJhapter Four 
tor a description t-f the scale). 

Ohser\'ers counted classroiMii statting 
ratitis I'nd group si:e tive ditterent times 
throughout the day. They also u.sed the 
Observations (it Activities in Preschool 
instrument to document periixlically 
thn.iughour the day the teacher's role in 
activities, how children were grouped, 
the kinds of activities, and the torm ot 
expression used (.luring the activ ity 
(Palacios & l.cra, 1901). Finally, they 
used the UCd.A Early Childhood 
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(,''hscr\';uiiin Fnrin to ditterentiatc 
between Jidiicric, stnictiireJ, ;ind child- 
ccntored prnyrnms Kiscd on t'lvc .scnlcs: 
child initiiition, ;ic;iJcinic cmph;isis, 
pcrturinancc pressure, discipline, ;ind 
nc,L;;uive eviiluatinn (Stipek, Daniels, 
GaUi::o, & Milkirn, 1992). 

Statt pcrscins in the saiiT ' \\ rooms 
completed questionnaire^ rc.uarLlin^; their 
own families nnd their work experience. 
Lead teachers in each sampled room 
completed questionnaires on the 
administratiw effectix'cness at the center 
in terms ot level ot orf^anization, 
administrator's involvement with 
dittcrent parts ot the proi^ram (Ciilkin, 
]993h). Administrators nlso provided 
information on their educational 
hacki^round and allocation of their rime 
while on the joh (Culkin, 1993a). 
Parents in the sampled rooms were asked 
to complete iniestionnaires tocnsinu on 
the \'akie they placed on aspects ot child 
care ohser\-ed in the study, and on their 
assessment ot the quality ot these aspects 
ot care in their children's classrooms. 
Table 1.3 de^crlhes the denn\yrnphic 
characteristics ot the parent respom-lents. 

The de\'elopmen''al outcomes phase 'ot 
the study included indi\'idual child 
assessments, teacher ratin.us, and parent 
.•<tir\ eys. Each chikl was seen indi\"idnally 
at the center ttir ahout 50 minutes to 
administer several assessment instniment.s. 
Rece, \v lanjjiiafie ability was nieasiireLl 
usin.u the ['eabotly Picture Vocabulary 
Test'Re\ iseJ (Dunn & Dunn, 1981 ). 
The WooJcock'johnsor, Tests ot 
Achie\'ement-Re\Msed (Woodcock & 
Johnson, 1989, 1990) were u.sed to 
examine pre-readinf; skills (letter-word 
identitieation subtest) and pre-math 
skills (applied problems subtest). 
C-hildren's attitudes toward child care 
and perceptions ot competence were 
measured usini^ the Attitudes/Perceptions 
ot C'ompetence Scale (Stipek, 1995). 

Teacher ratings were collected usinjj 
two instruments. Three aspects oi 
chiklren's social skills were measurcLl 
by the C'lassroom Behavior Inventory 
(Schaeter (Si Ed^erton, 1976), including; 



positiw hc^ha\'ior, sociability, and problem 
beha\'iors. The Student-Teacher 
Relationship Scale (Piantn, 1992; Pianta 
& Steinbery, 1992) measured global 
aspects, both positi\ e and ne.yative, ot 
the teacher-child relationship. 

Finally, p;irents completed demographic 
siir\'eys on family and child characteristics. , 
These included level ot maternal 
education, child i,'ender, and child 
ethnicity (African-American, Asian- 
American, Latino, White/non-Latino, 
and other). Table 1.4 describes the child 
outcomes sample. Child care quality 
was measured by usin^ the quality 
index based on scores for the preschool 
classroom only. 

Statistical Analysis 

Mean Comparisons. All measures ot 
cost, quality, personnel characteristics, 
center projjram characteristics, revenue. 



Table 1.3 

Characteristics 
of Respondents 
to ITERS/ 
ECERS Parent 
Questionnaires 





infant / Toddler 


Preschool 


Respondent Characteristics 


(N = 727) 


(N = 2407) 


Relationship to Child: 






Mother 


90% 


85% 


Father 


6 


8 


Other 


4 


2 


Race: 






White 


81% 


71% 


Nonwhite 


16 


27 


African-American 


8 


1 1 


Hispanic 


4 


7 


Asian or Pacific 


2.5 


4 


Na'.ive American 


I.S 


2 


Marital Status: 






Marripd 


78% 


70% 


Single 


20 


28 


Education Completed: 






Less than High School 


4.9% 


2.7% 


High Sct ool Degree 


11.7 


14.5 


Some College 


32.2 


38.7 


2-Year D<;gree 


10.5 


12,6 


At Least Bachelors 


50.9 


42.9 


Mean Age in Years 


31 


33,5 


Mean Annual Family income 


$57,134 


$56,797 


F.iilure of citcgorjcs to total 100% is due to either nonresponse or roundfng error 
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Table 1.4 

Children in 
the Child 
Outcomes 
Sample 



fees, etc, were studied descriptively to 
determine whether there were reliahle 
differences related to state, profit sector, 
or three measures of program scope: the 
proportion ot center tiill'time equivalent 
(FTE) children who were suhsidized, 
the pri-iportion who were inhints/toddlers, 
and whether the center ottered a hefore- 
school and attor-school program. A 
selected numl er ot measures were studied 
to determine mean ditferences hy 
suhsectors and state. Dependinj^ on the 
measure, analysl.s ot variance or 
co\-ariance or Chi-squaro tests were 
performed to identify sijiniticant 
ditterences in means hy each ot the 
categories identified ahove. In the 
toHowing chapters, we reter to these 
analyses as the descriptive results. 

Econometric E.stimation of a Short-Run 
Cost Function. For the whole sample 
and for each sector ot the industry, we 
estimated multiproduct translog cost 
tiinctions. These were estimated as 
short-n.m cost functions, that is, they 
i.lescrihe changes in \ ariahle cost due to 
variation in the numherot hours .it 
services provii.led, assuming that the 
center facilities do not change. In this 



Category 



Number of Children Assessed 



Center Attendance by Sector: 

For-profit 
Nonprofit 



Child Gender: 

Girls 
Boys 



Child Ethnicity: 

White (not Latino) 

African-American 

Latino 

Asian or Pacific Islands 
Other 



Mother's Educational Level: 

Less than High School 
High School Degree 
Si me College 

At Least Bachelor's Degree or more 



Total 



826 



44.8% 
55.2 



48.3% 
51.7 



67.9% 
15.3 

5,5 

3.8 

7.5 



2.4% 
16.7 
43.8 
37.2 



Study total variable cost included all 
cash costs incurred hy die center except 
for tacilities costs, plus the estimated 
\'alue of in-kind donations and of 
owner-operator salaries. In this study, 
the tunction included the horn's ot ser\'ice 
pro\'ided tor intant/toddlers, preschoolers, 
and school-age children. It also included 
wages ot three categories ot .statt 
categorized hy amount ot education, the 
size ot t!ie physical plant, the numherot 
\-oluntecr hours, and quality ot child care 
(measured hy the quality index descrihed 
ahove). To capture efficiency differentials 
due to other center characteristics, 
dummy \'ariahles were included to 
represent center attrihutes. 

Statistical Analysis of Quality of 
Se'-'/ices. Because ot the cross disciplinary' 
na.ture of this research and the need to 
honor the ditterenr research traditions 
represented within our research team, 
three difterent procedures were employed 
to analyze factors attecting o\'erall center 
quality. First, we used econometric 
estimation of a quality production 
tunction using otdinary least squares 
(OLS) where the center quality index is 
explained hy standard strucniral inputs 
such as staft-to-child ratio, group size, 
sratt education, experience, and tenure 
at the center; the types ot program.s 
ottered hy the center, a.s well as \ ariahles 
capturing center-specific characteristics 
such as auspice, enrollment, percent 
minority statt, public support; 
administrator's qualitications and staff 
perception of the administrator's 
effecti\'eness. Whore appropriate, both 
linear and quadratic terms were included. 
This tunction not only identities 
important determinants ot quality hut 
estimates the magnitude of contribution 
the tactor contributes to providing quality 

Secoiid, we pertormed an hierarchical 
regression analysis to identify' the relative 
l ontriburions of cnaracteristics of the 
teachers, classrooms, centers, and 
administrators in explaining child care 
quality. In thi analysis, iiisofar as possible, 
we u.sed the same independent \'ariahles 
(or predictors) as in the econometric 
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L'stiiiKition. Attention \v;is pniJ to 
selecting factors that were not highly 
correlntci.1 to enhance the interpretation 
of the results. The analysis invoK'ei.1 two 
steps. First, the simple correlations were 
computed hetween the ov erall quality 
index (the dependent \ ariahle) and each 
predictor measure. Second, the 
hierarchical regressions were performed 
ill which se\'en sets of predictors were 
added to the re^re.ssion mixlel in .successive 
analyses starting with those factors that 
most directly a' ect the child and endin<j 
with those iaot irs mosi reaioved from the 
child. Linear and .inaJnitic terms were 
included tor the teacher chara-jteristics 
and classroom and center structure 
\ ariahles to allow tor linear and 
nonlinear relations hetween striicninil 
and process quality. 

Third, we performed a discriminant 
analysis to identity the factors rh;it are 
most ahle to classify centers into three 



categories hased on overall center quality: 
poor, mediocre, or developmentally 
appropriate care. 

The Relation Between Center Quality 
and Child Outcomes. Hierarchical 
rc<iression analyses were used to test the 
concurrent relationship Ix^twcen children's 
developmental outcomes and the quality 
of their child care center. These models 
included t. reschool classroom quality 
index, maten\al education, child ethnicity', 
child He'nder, state, and center sector as 
fixed-effect variahles and child care 
center as a random effect \'ariahle. The 
initial models included all two-way 
interactions amonfj the predictor variahles. 
Nonsii^nificant interaction terms were 
then omitted one at a time to decrease 
the collinearity anionj^ the predictors, 
hut the state hy .sector inteniction was 
always maintainexl hecaiise it represented 
part of the sampling fran\e. 
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Chapter 2 

An Economic Perspective on the 
Child Care Center Industry 



C'cntor-l\iM.'il cliikl l-,uv is a rclati\ t."lv 
yiHiii);^, rapklly ij;r(i\\in}4, hij^'hly 
ciiinpotiti\-c, Kiw waj^c iin-lu^try. Cciitor- 
priivii.lci.1 chikl care has been ^rnwinj^ 
during the l;ist 40 years as part oi the 
(.Iraniatic increase in participatidii nf 
wiimen in the lahdr tcirce. C'hilei care 
services are in the prciccss oi hein^' 
ciimnnKlitieci, meaning that what was 
traditicinally prnviJed in the hcinio is 
ixMn,t,' replaced l^y market pruvisicin. Child 
rearing,' is cine o( the many kinds nt iiome 
prii\ isi(in hinine's dwn tamily that in 
this century has been increasintjly 
supplanted by market prcivinnn. The 
j^rdwth (it the child care industry is part 
(it the same pnKess that has brduyhr al\iut 
greater temale laKir torce participatidn, 
particularly anidng yduny mothers. 

Because massive Cdmmuniry dependence 
on paid child care is a relatively new 
reality, the markets that provide these 
services are still developing institutional 
arrangements. FurrheniKire, the consumers 
themselves have little personal e>perienee 
in and knowledj^^e about the nature ot the 
ser\'ices they are purchasin.u or how fo 
distinguish value. It is in this conte.xt ot 
market growth and industry dewkipment 
that we should \'iew the supply ol ani.1 
(.leniand for child care center services. 

To gain an understanding ot the child 
care market, it is helptul to examine the 
nature ot the industry and the economic 
torces operating within it. This chapter 
pr(i\'i(.les a theoretica.l fdiindation tor 
understaixling center child care pr(wisi(in 
as an industry supplying services in a 
local market. It alsd intr(n.luces a number 
(it hypotheses which are testei.1 in this study. 

Finally, it introduces terininokigN' useful to 
the economic analysis ot the center child 
care market. These terms, identitied in 
italics, throughout the repirt and 
(.Lrined in the te.xt, are further expiainei.1 
in the gl(i.ssary. 



MARKET SUPPLY 

This srui-ly tocuse's on the chikl care 
center marker and .specifically on centers 
providing full-day ;ind full-year care. 
Since alternati\'e forms of child care 
aiul ECE ser\'ices exist, centers neeessaiily 
compete with these other providers. For 
instance, family child care prox'iders ser\'e 
approximatelv tour miliinn children 
(Wilier et al.,' 1991), and public schools 
are competing increasingly with centers 
to provide before- and after- school care. 
Existence of these and other competing 
child care prox-ielcrs increases price 
competition, creating continual pressure 
to rei.luce costs ani.1 tees. 

Center Child Care as a Regulated Market 

C'hild care in general is a regulated 
marker, and the regulatory envimnmenr 
at't'ects Kith the supply of ser\'ices and 
competition. All stares regulate child 
care centers by requiring licensure and 
conformance m \'ari(ius rules. Rut not 
only 1.1(1 the regulations vary faim state 
to .state, enforcement of standards varies 
as well. In addition to state regulation, 
some municipalities and counties have 
re(.]uireiiients. and chikl care programs on 
military bases or ECJE programs such as 
Head Start and special stare tuni.lcd 
pnigrams meet special standards designed 
tor these specific programs. 

Ry setting minimum stani-lards for such 
things as stal+ing ratios, stali i.]ualificarions, 
and building safety, state licensing 
regulation reduces the a\'ailability of 
lower-cost alternati\'es for parents who 
may not be able to afford higher-ejuality 
ser\-ices. Howewr, effective enforcement 
of appropriate minimum stnixlards protects 
children ani.1 shduld add to the security 
felt by parents. An .iportant issue is 
whether increased licensing standards 
raise (luality and it so how this affects cost. 



This chapter 
provides a 
theoretical 
foundation for 
understanding 
center child 
care provision 
as an industry 
supplying 
services in a 
local yjuirket. 
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...price 

competition 
requires 
providers to 
keep their 
charges in 
line with the 
going price in 
their local 
market... 



MoNOPOLiSTic Competition 

Child can.' ccnrors comperi.' vvirhin lucal 
markets. They arc characrcrizcv.! by what 
is ronni.'d r.vnuipolisiic ami/x'tir/oti. (-hikl 
care cciuer markers arc ciimpctiri\'e 
because, despite tlie iact that pniviJcrs 
may he \viirkin<j; Cdopcrativety on .sonic 
pnijects in their kical community, they 
ciimpete keenly tur ciistumcrs in tlieir 
kical market area. CA-ntc are relatively 
ca.'-y t'.i iipen, and while sumcwhat 
expensi\'e ro .start vtp, these custs are not 
hifji compared to industries dominated hy 
hi.u hiisiness. Furthermore, family child 
care providers who pro\'ide care ani.1 
education tor other people's chiklren in 
their own homes compete as an alternate 
and often less expensi\'e substitute tor 
center child care. 

Despite tlie competition, each center has 
a small bit of monopoly power, because 
the services of each center are sliyhtly 
dirterent. For instance, they differ in their 
apprciaches to child care, the personalities 
and abili'-'cs of their staff, the kinds of 
.special seniccs pvo\'ided, the conwnience 
of their location, hours of operation, and 
Hieir reputation in the community. In 
particular, the Liuality of ser\'ices is a 
major source of ditterentiation between 
pro\'idors. For in.stance, the exte:"t to ■ 
w iiich ediicntional and i.levelopn.ental 
programs are incorporated into the 
cnrc-K'vinH affects quality. Centers are 
monopolistically competiti\'e because, 
ordinarily, the unique features of the 
center provide little financial advnnta'jje. 
<j;i\-en tlie stiff comivtition tor customers. 

TItcsc characteristics of monopolistic 
conii">etition should lead ro tlin.-e 
important effects, which this study 
in\estiiiates: 

1 . Altbou>;h pro\'iders have some control 
over their fees, price competition 
requires pnu'iders to keeii their chanj;es 
in line with the ,u;oin^^ price in their 
local market, and thereby holds 
prices down. 



2. Price competition shoidd eliminate 
excess profits, so that most centers earn 
a low rate of return on tlieir invcstnient 
relative to less conipetiti\'e markets. 

^. l^ecau.se new centers can enter the 
market relatively easily, there may be 
too many centers to keep nil of them 
opcratinu at full capacity. Thus, many 
center iidministrarors may be 
continually trying to fill \'acant slots. 

The Child Care Center Market as a 
Mixed Industry 

Tile center child care market is a mixed 
inJu-stn', nieanin.q that center ser\'ices are 
supplied by establishments with different 
structures of ownership, including centers 
that are private for-profit, pri\'ate 
nonprofit, an-! oix-rnted by public agencies. 
In addition, centers may operate under 
the .sponsorship of larj^er orjijnnirations 
such as a school district, municipality, 
colle.qe, or hospital. Despite this \'ariety, 
there are three sectors tzenerally 
considered in an analysis of the market: 
for-profit, nonprofit, and public. These 
sectors can have different objecti\'es. 
For-profit centers are tyi"iically designed 
to maximize profits, centers operated by 
public afi;eiicies are often desi^nei-l to 
ser\'e at-risk children ani.1 p>ro\'ide 
expanded ser\'ices, and nonprofits are 
designed around a \ ariet, of objectives, 
for instance, jirovidin^' j^ood quality, 
servinir the poor, servini^ their local 
church community, etc. 

In a mixed iivlustry, economic theory 
predicts that j^rowth would be 
concentrated in the for-profit sector. Tliis 
sector is seiisiti\'e to customer deniani.1 
and tjirows accordin),'ly. Cjrowth in 
iionp>ro(it establishments would be less 
related to customer demand than to die 
le\'el of individual, philantliropic, and 
public support available. At least one 
earlier study found this to he the case in 
center child care (Rose-Ackemian, 1986). 
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MARKET DEMAND AND 
IMPERFECTIONS 

The piiinnry rc;Mni parcnr.s Joiinuul 
tull-timc child cnrc services is tci allciw 
incirhcrs, rho tnuliricina! carct;i\-ois, to 
work outside the Imnie. Fees {or child 
cart" services rhaf are htfjli cmnpared to 
rlieii piUeiirial inciiine will reduce 
uiiifhcrs' incenri\'es \o work in the i\ui.l 
work force. 0\'erall, child care custs 
represent a substantial purticm o\ taiTiily 
income — -Ivtweeii 6% and 1V\\ — and, in 
particular, innthers' inccinies (Wilier et al., 
I'-X)!). Thus, the decisimi by niciihers xo 
mow into the lalxir toree is Jepeiident 
(111 the availahility ot athirJahle child 
care ser\'ices. Indeed, many studies ha\'e 
slunvn a nejiati\'e relation hetween chili.l 
care tees ani.1 wciinen's lahor Knee 
participation (Connelly, in Blau, h^)!; 
Rihar, 1992). Therefore, the amount of 
serv'ices demanded in the market as a 
whole should he sensitive to th.e fees 
charged. If fees drop, there should he a 
consjdenihle increase in the amount of 
ser\'ices purchased in the market as a 
whole at the lower price. Pre\'ious studies 
hn\'e found the i-iuantity deniandei.1 for 
child care to he quite sensitive to fees 
( Rose-Ackeniian, 1986; Robins & 
Spie^ehnan, 1978). 

In addition to this relation between fees 
aiul quantity of ser\-iees deiiuiivied, >everal 
(.leniand conditions influence parents' 
decisions about how much and what 
quality of ser\ace to purchase at a ,sj;i\'en 
fee. These inclui.le: location con\'enience 
of the center, parents' knowledge of the 
array of options and quality of ser\'ices 
provided, the reliability and 
trustworthiness of different pro\'iders, 
and parents' values and preferences. 
Parents wei,i,'h all these considerations 
a{.'ninst the family's hudKetar\' constraints. 
Finally, ,mi\ eniment and philanthropic 
i.leninni.1 fo-" child, care also exists and 
influences owrall market demand, Sewral 
of these conditions may reduce demand 
for t;ood'C)uality care. 

First, iiltliouyh from the perspecti\'e of 
the pro\-iders the child care market is 
monopolisrically competitive with 



many competitors, any particular family 
wantinj.! to purchase care may think they 
have \ few choices, Many parents are 
first'time buyers with little experience 
with and kiiowktlKe oi options a\'ailable 
and limited ability to recoKni:e different 
quality le\-els. Despite the work of resoui'ce 
and retcrnil agencies, the market is not 
yet well organized to inform parents of 
their options. To the eMtent that 
con\-enient location ani.1 cost are of 
cu-er-ridint! importance, in tact, many 
parent's may ha\-e few choices of ^ood- 
quality care. Finally, parents may limit 
their search because the transaction costs 
iti terms of the time it takes to locate a 
child care prcn-ider may he h'\iih. All 
these factors may limit parents' search 
strategy and reduce tlie demand for 
jTood-quality care. 

Second, the purchasers of child care are 
not in a ,L;ood position to jud.ye the 
qurdity of the care they buy. This is 
because the jnirchiiK. r of child care is nor 
the coiisHUk'r, The child uses the ser\aces 
while the parents (or other purchasers) 
choose the provider and pay for the 
services. Thus, it is the pr chaser's (not 
the child's) effective demand that is 
represented in the market. The parents 
or the ^overmnent agencies, not the 
child, choose wliat to buy. 

This makes child care a classic exaiuiile 
ot a trust Kood, a yood or ser\-ice the 
qualify of which is very important to the 
purchasers but difficult for them to assess 
accurately (Weisbrod, 1988; Ka«aii & 
Newton, 1989). ^arenl.^ and other 
purchasers are not in a position to judj^e 
child care quality as easily as they could 
a service they u.se themseh'es (Blau, 1991 ; 
Browne Miller, 1990). Because frMstint; 
the pro\ai.ler is import;uit, p;u'enrs wlio 
can afford to may choose to pay a higher 
price to use a highly recommended 
(but more expensi\-e) pro\-ider to be 
assured the pro\-ider is reliable. In effect, 
these parents or other purcha.sers are 
paying for two things: services for their 
children and peace of mind. The desire 
for a trustworthy iiro\-ii.ler explains the 
iinpi''''tance of word of mouth, center 
licensin>^, accrei.litation, and name 
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rocof^nirion in rhcsc markers. In uddirion, 
once p;irenrs cluHise a prm-uk-r rhcy rnist, 
rhcy may ovcrcsriiimrc rhe qiiiiliry of rln.' 
soiA'icc and cxmrmLio ro lisc services ihar 
arc nm as <^ciod as rhcy rhink lliey are. 

Purchasers of child care may ha\'e 
iiiadetiLiare intormarion tor orher reasons 
as well, relarei.1 rci their inexperience in 
chikl rearing and knowledj^e ahoLir wliar 
to look tor in ^o(n.l-i.iiialiry child c:are. 
They may nor ha\'e rhe knciwledj^e 
ahour rhe iniporrance and nariire ot 
.yiiod-qunliry care. 

Thiri.1, nonparenral purchasers nt cliiUl 
care may also downplay qnaliry in rheir 
(.lecisions. For insrance, loc:i! ,mi\'enin"ienr 
a<.;tMicies rhar purchase care tor low- 
income children nsnally operaie uni.ler 
iiKuulares rhar limit whar rhey can pay. 
Federal mandates lo rie stihsiJy inivmenrs 
ro some esrimare ot die ninrker rare rend 
ro hold (.Iciwn rates in low-income 
commiiniries, releKiiriiifj; many poor 
cliildren ro low-cosr cenrcrs. In atldirion, 
locil aiirhoriries nsiially ha\'e ro make 
rrade-otts herween rhe number of 
children .si!h.sidi:ed and rhe level ot 
i.|iialiry ot care recei\'ei.l by rhe children 
rhey siihsidi:e. For instance, rhe ciirrenr 
AFIX^JOBS stare-level iniriati\-es ro 
aio\'e poor morhers inro paid vwirk and 
of+ welfare include child care henetits. To 
rhe exreni rhar rhe ohjecrive is rhi .lorhers' 
labor torce parriciparion. snch aiiriarix'es 
tciciis on increasing,' the iiiimher ol cliiklren 
siihsii.li:ed rhroii^h child care rarher rhan 
rhe qiialiry ot'caiv rhey receive. 

For a marker to tiincrion well, Kiyers miisr 
know e.xacrly whar rhey are hi.iyii\y. In 
adi.lirioii, all rhose who henetit tmm the 
service nnisr he represented on rhe 
(.leinand sii.le ot rhe marker, payinj,' the 
market price tor rhe ser\ace. Then, it ;i 
lor ot sellers, or pro\-iders, are comi^eriii^ 
tor hiLsiness, rhey should respond ro 
hnyers' preterences ro produce whar rhe 
hnyers want ar low ccisr. Sc\'eral possible 
marker inipertecrions (taihires ot the 
marker to supply oprimal amoiinrs ar low 



cosr) seeni ro exisr in child care markets, 
which coLilJ lower pri\'are (parenr) 
demand and piihlie demand (inchiclin^ 
i.;o\'ernmenr and philanrhi'opies) tor 
f.^ooi.l-qiiality care. Serions marker 
iiiipertecrion.s leai.1 ro marker taikiiv 
which can jiisrity pohlic acrion — ro 
help Kiyers make more intormed decisions 
aiul ro prcn'ide monetary incenti\'es ro 
iiicrea.se rhe demand tor herrer (.[iialiry 
ser\aces, or lo pro\'ide pnhlic or 
philanrhropic in\'esriiienrs. In rlieea.se 
ot rhe child care marker, rherc are tour 
porenrinl hnscs tor marker imperfections 
fliar leai.1 ro an LinderconsLimprion ot 
i^ooi.l-i.iualiry ser\'ice.s. 

Inadequate Consumer Information 

Intormarion ahour qiialiry ot ser\'ice.s aiul 
rhe tull ranije ot suppliers iiiny he 
asymmetrically (iiiie\'eiily) disrriburei.1 
herween pro\-iders aiul buyers in rhe 
center marker, wirli pro\aders heinj,' more 
intormed rhaii rhe buyers. To rhe e.xreiir 
thar workin}^ parenrs cannor monirc'r rhe 
le\'el ot Liiuiliry ot ser\aces rhey are 
purchasini", low-qualiry pro\-iders can 
charf.^e tees equivalenr ro th;ir of rhe 
fjood-qunliry pro\'iders. They can conrinue 
ro he successtu! and nor he Jri\-eii our ot 
business. Therefore, rhere may he 
tiiiiuicial iiiceiiri\'es tor pro\-ider.s ro 
lower quality and disincentives tor rhem 
ro iiiiprow rheir qualiry because they may 
nor he able ro ot'fser rhe e.xtni cost hy 
charj^iiifi higher fees. 

The Agency Problem 

Parenrs acr a.s ;\f;eiirs tor rheir chikl in 
purchasing child care ser\'ices. An iif.^ency 
problem exisrs when rhe inreresrs ot rhe 
child, rhe principal or rhe recipienrot 
ser\'ices in this case, are nor directly and 
appropriarely retlecred in rhe marker 
i.leiiiani.1 for ser\'ices based on the agent's 
decisions'. For the marker iiiechani.siii to 
work ro supply children wirh whar rhey 
iiec\l, parents who kiy sen'ices must know 
rheir child's newls and ccmsider only rhose 
iieetls in niirchasinsj; rhe j,'Ood or ser\-ice. 
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This, tif course, is true of all purchases 
innde by [latents for their chiklren, This 
is an impiissihility in most cases. Parent 
purchases tor their children are made 
within the context ot the tainily's hud^et 
which also takes into accmint the parents' 
needs to satisfy their own well-heinK iis 
well as that their children. Low and 
middle income families cannot demand 
Rood-eiuality, expensive child care e\'en 
it they know they should because they 
ha\'e conflicting demands on their 
finances and on other family resources 
like their time. If parents emphasize their 
own needs — such as choosintj a pro\'ider 
that is conveniently located, has fees in 
line with their iiiid^etary limits, or offers 
hours of operation that accomnuklate 
their work schedules — their demand may 
be for quality that is below optimal lewis 
from the jxiinr of \-ie\v of the child's welfare. 

This reaMMiin^ implies that parents may 
nor deinilnd quality, despite their knowl- 
edge that Kood-quality care is important 
for their child's devekipincnt, or that they 
may not seek such knowledge if it makes 
it more difficult to ehoo.-'e between adult 
and child needs. In fact, previous studies 
ha\'e found that parents primarily choose 
child care services on the basis ot cost, 
conwnience, and hours of operation. C^ne 
study reported that fev\' parents \-isit more 
than one center before enrolling their 
child (Hayes et al., 1990). Many parents 
face a profound moral dilemma in acting 
in their child's a.uenr uikler circumstance's 
which prescribe their choices. 

Agency problems create potential market 
imperfections which nonnally can be 
resoK'eel by creating incenti\'es whic;h 
induce the atjent to act in the best intetest 
of the principal. Any family purcba>e 
related to the child's well-bein^ inwih'cs 
potentially a^onizin^ choices of the 
piarents. Idowever, public subsidies can 
aaieliorate rhe pRiblem, by permitting 
parents to pay more for the service, and 
thereby, to demanel bi.t^her quality ser\'ices. 

Child Care as a Merit Good 

Markets are not ^ood mechanisms for 
allocating merit goods, tbinfjs that society 
as a whole or a latKC number of altruistic 



members think everyone should have 
access to regardless of their ability to pay 
or their personal tastes. Merit gtxxls reflect 
the values of the society. Historically, 
child care services (but not necc.s.sarily 
HiMd-qualhy serx'ices) have been 
ci'nsidered a merit ^ood by some groups or 
communities that ha\'e \'alucd the ser\-ice 
enough to help pay for more (ir higher 
quality ser\'ices for parents who coiikl 
not othetwise afford it. 

As noted in Chapter 1, ^ood-quality 
ser\'icesha\-e Ix-en a successtiil intervention 
for at-risk children. Thu.s, a case can be 
made that these children deserve — 
merit — ^ood-quality services. For merit 
goods to he pnn'ided, howewr, the people 
with these values must be persuaded to 
pay for the ser\-ices and thereby sul>;titiite 
their demand for that of the families 
whose children merit the ser\-ice. 
Cjood-i}uality child care could even 
become a merit j^ood for middle-class 
children if we as a society come tn he 
persuaded that these children also merit 
good-quality services regardless of their 
parents' decisions and the market options. 

Child Care as a Collective Good 

Market imperfections exist for gootls and 
services which arc C(;/lec[ii'c' j^oads, goods 
or services the consumption of which 
benefits individuals other than the direct 
consumers. Gixxl-quality child care is a 
ct>llective gooel because, like public 
education in general, gi\ ing children a 
good start serves the interest of society as 
a whole. We all benefit if de\ elopmentally 
appropriate child care will mean less 
public expienditure on special education, 
public school inten'cntion, health sen-ices, 
and the penal system, am-l that children 
grow up to be more productiw adults. To 
the extent chat child care is a collective 
good, those who benefit indirectly from 
child care must pay for the services in 
order to create the siKially optimal amount 
of services. This is because parents — die 
purchasers of care — only take into account 
rheir own family's needs. If, however, the 
external benefits to others than the family 
receiving the .ser\'ice are not reflecteel in 
demand (they are external to market 



WeaH 
benefit if 
devehpinentaUy 
appropriate 
child care 
will mean 
less public 
expenditure on 
special 
education... 



17 



ERIC 



4S 



An important 
concern that 
affects the 
quality of 
child care is 
the extent to 
which the 
child care 
industry 
depends on 
members of 
the low-wage 
labor force 
for some of 
its staff. 



Jccisinns), (.mhiu<,'1i izix-!i.l-i.]uality services 
will mil he provided. 

Tlie market im|Viiectii)nsoiitlinei.l ;iKive 
siij^i^est nn inaNility nt private market 
oxchan<^cs to pnivitle enoii<;h <,'inid-qunlity 
.ser\'ices. Tn satisfy sucictat demand tov 
.mmd-quality chikl care services, 
phi'anrhnipie urniips, employers, and 
the public must express their demand hy 
increasing their financial support. It they 
do not, their i.lemani.1 tloes not exist in 
the market place, so that not enouf^h 
,i,'ood-quality serv ices are pnn'ided. 

INTERACTION BETWEEN LOW 
WAGES AND QUALITY 

Acti\'c price competition in the child 
care market should create continual 
pressure on centers to keep tlown costs 
and therefore waives. This can ha\'e an 
ad\-erse impact on quality because of the 
caliber of child care einplnyees hired, the 
hi,i,'h staff turnover rates, and. possibly, 
lower staff-to-chiUl ratios. 

The fact that real wa.^es have been fallin,i; 
at the bottom end of the labor market 
for the last 20 years means that there has 
been a stea^ly supply of workers williiiL; to 
work at low paying jobs. C'hiUl care 
employers rap into thi.s supply to keep 
their labor costs and therefore their fees 
low. An imixirtant concern tliat affects 
the quality of child care is the extent to 
which the child care industry depends 
on members of the low-waye labor force 
for some of its staff. The low-wa.ue labor 
force is compo.'-ed of people wirh lirrle 
work experience, few skills, <,'roups who 
have been discriminated ai^ainst in the 
labor market, [X'ople who move in and 
out of the 1 bur force, and part-time 
workers. While they represent a pool of 
people willini,' to accept low pay, hiring 
from this pool should increase staff 
turnover rates because people in this 
low-wa,ue labor force tend to move from 
job to job as they .tjain more experience 
and commitment to remainiiiy in the 
labor market. While this miyht not 
seriously affect the tiualiry of fast food, it 
could be very damaumtj to quality in 
earlv childhood care and education. 



The study also estimates staff foref:^-'nc 
U'a^je.s, the difference between die wa^e 
a staff person eoukl earn in anotner 
occupation — based on the person's 
education, sex, aye, racial/ethnic status, 
and marital status — and the person's wa.ue 
as a child care worker. There are two 
explanations of forefjone wayes. First is 
the explanation .ui\'en in the industry 
that qualified EC'E professionals may 
subsidi:e the cost of care to purchasers 
through their low \va<4es. These staff 
members 'ire providinj,' their services at 
less than what they are worth in the laKir 
market. Second, it ca '>o he arj^ued 
that the industry may use less capable 
cohorts within a Ki\'en le\'el nf education. 
In this study we estimate foretjone wa,ues, 
and also look for siruarions in which the 
staff wa^es inay more nearly reflect the 
sniff members' market vAuc. 

Oi particular interest is the relation 
between waye rate le\-els and quality of 
child care. Normally, economists assume 
that it is hiijhor quality staff, not hi.yher 
waijes, that imprm-es quality. Raisin<^ 
waives, while beneficial to existing child 
care workers, should not affect i-iuality 
of services unless centers hire more 
qualified staff. lncreasin,i,' watjes for 
existin,u' staif would raise quality only if 
higher wa<,'es cause permanent increases 
in productivity ol existing staff. 
Therefore, economists armierhat, 
assuniiiiy that more qualified staff do 
produce higher quality, centers should 
hire better qualified staff and pay the 
Waynes which arrract such staff based on 
existinij market conditions. On the 
other hand, early childhood educators 
do tend to aryue that raisinij wa.yes 
does increase productivity of existing 
staff. More importantly, lonkiny at the 
lonK-rim, they armie that 
establishin.t! a professional waj^e is a 
precondition to arrractiny more 
i-liialified individuals into the prolession. 
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RESEARCH QUESTIONS ON THE 
EFFECTS OF MARKET 
COMPETITION 

This si iuly Kxiks ;it the child c;irc center 
ninrker to investif^ate the ciimpotiti\'e 
chiinicreristics oi the industry, the effect 
lit state licensing standards cui quality 
lit ^er\ ices, the (.Ijfterences in performance 
between the tor-protit and nun-pnitit 
sectors, the extent to which child care 
center statt are underpaid relati\'e to 
their education, and the effects ot wai,'e 
rates nn o -ility. 

C^onipetition in the mixed industry in 
which child cnre centers operate is 
attected hy differences in the ohjecti\'es 
ot tor-profit and nonprofit sectors ot the 
industry', and hy the differences in demand 
and supply conditions faced by centers 
in ditterent sectors. In this study we 
compare ditterences in quality and costs 
for nonprofit iind tor-protit sectors and 
test se\'eral hypotheses about the impact 
ot competirion on cost and quality: 

Research Questions 

I. Ones quality differ hy sector and 
ausiMce.' In particular, the economics 
literature su<^<j;e'sts that tor-protit 
centers may provide lower quality 
ser\-ices than nonprotit centers 
because ot their dependence on 
parent demand and because of 
industry competition. It it costs more 
to produce hij^'her qualiry ser\ ices, 
tor-protit centers mii^ht provide lower 
quality at a lower cost because ot 
purents' lack ot understandinji of 
what con.stitutes quality as well as 
their lack ot intormation about and 
inability to monitor center quality 
(Walker. UWl; Ka^an & Newton, 
l9cS9). Ill addition, barriers to entry 
ot new centers could permit existing 
tor-pmtit centers to continue to earn 
profits while pnnadin;^ lower quality 
ser\aces because new i^ood-ciuality 
entrnnts do not come into the 
market (.[iiickly enoufih to compete 
profits away (Maj^uenheim, 1990). 



2. Are nonprotit centers less efficient 
than tor-profit centers.' That is, the 
costs ot pro\'idin,y any u,'wcn level ot 
quality may be somewhat hif^her in 
nonprotit than tor-profir centers. 
Janie.sand Rose-Ackerman (19S6) 
suHSested that donations and public 
tunjiny to nonprofit centers may 
allow operational inetticiencies — le.^s 
etiective management and less 
economical use ot resources than that 
in the tor-profit sector. An earlier 
study found some e\adence ot this 
phenomenon (Mukerjee & Witte, 
1990). 

3. Arc parenrs fully informed eun.suniers.' 
Policy makers and previous 
researchers have assumed that parents 
were informed consume i-s when they 
select child care tor their cliildivn. This 
assumption has led to the ari,'ument 
that, because parents report hii^h 
satisfaction with child care, there 

is not a problem with the tact rhat 
much of child care is judged poor to 
mediocre by pirofessionals. Instead, 
parents mi^ht be less satisfied it they 
realized that their child care does not 
prindde safe and developmentally 
appropriate care. Data collectei.1 on 
parent \'alues and their perceptions 
of the quality of care their child was 
receiving, alonj,' with data on center 
quality and fees, enabled us to test tor 
the existence ot market impertecrion.'i 
due to lack of intormation or the 
a<^ency problem which was i.liscussed 
above. 

4- Are there substantial torefjone eamin.ys 
incurred by centers statt? PreN'ious 
pilot work has indicated that child 
caa* workers incur substantial torei^one 
waives (C'ulkin, Helburn, Morris, & 
Watson, 1991 ). Thi.s study estimates 
the \'alue of forej^one earninj^s, 
asMMiiiny thai the difference in actual 
and market wai,'e based on a person's 
education, .i}j;e, gender, racial/ethnic 
status and marital status is a true 
reflection ot foreyone o!irpin,ys. 



...economics 
literature 
suggests that 
for 'pro fit 
centers may 
provide 
lower quality 
services than 
nonprofit 
centers... 
but non-profit 
centers are 
less efficient 



ERIC 



4 J 0 



19 



Chapter 3 

Conceptual Structure of Child Care Services 



DEFINiNG QUALITY OF CHILD 
CARE SERVICES 

Child c;iic centers pnn'ide ;i cumplcx ser 
lit ser\'ices ro children rather rhan a 
taiiyihle .yoixl like cluthinj^ or autunmhiles, 
St;itt interactiiins with children constitute 
a larue purtinn oi what rhe chihlren 
experience, which cxi^ilains the ii\'erridin,y 
importance of the i.]ualltv '■''^ staff in child 
care. E\'en thou.uh the ultimate proi.luct 
of child care is rhe child's de\-elopniont, 
it is srill rhe case that what centers pro\-ii.le 
is the ser\ace, not rhe cliild outcomes. 
(.Center costs are relatei.1 to rhe pro\-ision 
oi these child care serv ices which can he 
consii.lerei.1 ;in intervwdiiih' .sjooj 
contrihiitiny to children's i.leveKipment. 

To capture these i.lisrinctions, in this stui.ly 
we i.letine rhrev types ot quality: 

(1 ) structural quality, or the quality ot 
the inputs ro child care prii\'ision; 

(2) process quality, or the overall quality 
ot the sciA'icos; and 

( 5) chihlren's i.le\'elopmental outcomes, 
which is the output or result ot the quality 
ot chikl care pro\'ision. 

Smtctural qacility measures inchkle statt- 
to-chikl raim. <^roup si:e. statt education 
ani.1 experience, square teet ot facility 
per child, and other nieasure.s ot the 
i.|unlity ot rhe facility that houses the 
center. They are aspects ot classroom 
structure thar can he reyulatLvl to iinprow 
the quality ot ser\'ices to chiklren. 

PriKX'SS qualny reters to the .yeneral 
en\aronmenr and social interactions in 
the classroom, h represents the quality 
of ser\'ices that are i.lirectly recei\'ed by 
children and rheir tamilies which cannot 
be regulated hecausi.' ot their qualitati\ e 
nature. Early care aiiel clucation 
proteNsionais ha\'e reached consenNU'- on 
the major components ot process quality 
l\'\'elopinen rally appropriare child care 



includes an inte^nition ot <,'ood nurturin<i 
care that protects children's health and 
-satety; de\'elopnientally appropriare 
acti\'ities tor chiklren; the interaction ot 
trained teachers with children to promote 
their emotional securiry, de\'elopment, and 
iearniny; a phy.sical en\-ironment that 
pro\-ides adequate st imulation and oppor- 
tunities tor a wkle variety ot i.le\'ekipmental 
and learnin<i acri\'ities; ani.1 in\-olvenient 
with the child's tamily through clear ani.1 
routine communication. These aspects ot 
quality are captured in the quality index 
de^scrihed in (.chapter One. 

Child DUtaimcx reters to measures of the 
co,yniri\'c ani.1 socio-emotional tnnctioning 
of the chiklren. outcomes which o\'er rhe 
lon<^er temi woiikl he expectexl to relate to 
chiklren's success in school. Tliese include 
mea.sures ot chiklren's laiiyua.uc abilities. 
pre-acai.lemic skills, attitikles toward chikl 
care and perceprions ot their competence, 
relarionships with their teachers, ani.1 
social skills. 

Although there is a consensus nmon^ chikl 
care protessionals about what constitutes 
quality, this is nor necessarily true anionj^ 
rhe actual purchasers ot the .services — 
parentN and iithers — who ha\'e orlier 
requirements as well. In this study, the 
detinition of quality by child care 
professionals is u.sed as rhe yari.lsrick by 
which to measure i-iuality. Analysis ot the 
results, howe\'er. incorporates insights 
about preterences ot parents who purchase 
child care ser\aces ro indicate what 
parents themselves \-aliie in child care. 

In the conceptual strucrure below, we 
outline connections between structural 
quality, process quality, ani.1 chiklren's 
outcomes, Cjenerally, mie would assume 
that tjood stnicrurai qualiry tearures — hiyh 
Ntatf-to-chikl ratios and qualitic\l statt — 
lead to i^ood-quality child care which, in 
turn, facilitate the co,yniti\'e aiul socio- 
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emotional development of the children 
served. Our conceptual structure depicts 
this set lit relfitions and others ;is well. 

CONCEPTUAL STRUCTURE 



Fif^ure 3.1 

Conceptual 
Structure: 
Cost, Quality, 
Outcomes 
in Early 
Childhood 
Care and 
Education 
Study 



Figure 5.1 is ;i v\^u;\\ presentation ot the 
child care center as a system ot interrelatcxl 
compiinents that are cunnected to and 
dependent upun nther institutinns and 
aspects ot the community. The tiij;ure 
depicts the center as part ot a larger 
community, serving tamilies, and 
intluenced hy \ arious external torces. 
The center is shown as the shaded o\-al, 
and the center cumpunents are represented 
by circles inside the o\'al. Each circle either 
directly or indirectly attects the process 
quality ot center ser\-ices and the 
de\ e!opment ot children ser\ ed hy the 
center They also indicate the categories 
ot data collected in the study. External 
institutions and torces are depicted hy 
squares outside ot the o\-al. The buyers 
and consumers — the tamilies and their 
children — are represented by circles on 
the border ot the center oval because they 
are both part ot the center's activities and 
separate trom it. The arrows in the ti^'ure 




show the assumed direction of relations 
and interactions amonfj the ctntiponents 
that are (it most importance tt) this study. 
Some ot the arrows depict relationships 
that are directly tested in this study, and 
some represent relations considered 
important tor more general explanations 
ot processes ani.1 intluences openitiny in 
the cluld care market. 

The model shows the factors that aftect 
cost and quality, and the determinants of 
quality ot ser\MCes (process quality) and 
ot chiklrens de\'elopinental outcomes. 
The middle circle, center structure and 
management, attects all aspects i it center 
operations. Fur example, the center 
operates within a ^'wvn place in the child 
care market: ir is a tor-profit, nonprofit, or 
part ot a public agency and it attracts a 
particular clientele, .^s shown by the 
arrows, tinances attect quality, and the 
pro\ ision ot quality 

ser\'ices has tinancial implications. Arrows 
into the tinances circle depict sources of 
costs and tlows ot re\'enue into die center 

The state represents the Keo-political and 
economic en\-ironment as well as the 
regulatory environment, all of which 
aftect center operations. The labor market 
aftects centers by supplyinj,' staff, and sets 
the minimum wa^es and salaries that the 
center must pay to its staft. Philanthropic 
agencies, corporations, and employers 
prin ide revenue and other resources ani.1 
support, attectin^ the demand tor and 
supply lit center ser\'ices. Families, 
1,'ovemnient agencies, philanthropies, and 
businesses pro\'ide the center re\'enues. 

The arrow from the tinances circle into 
the center structure and mana,uement 
circle indicates that tinancial viability 
attects center manaf,'ement decisions. 
Supply responds to demand. For instance, 
centers may responi.1 to a i.lecline in the 
number of children serwc' y tiyin.i,' to dn 
a better joi'' ot satistyinu their customers, 
by reducing cost, or through some other 
strategy. 

As rhe arrows ini.licate, caj^ital ficilities 
are regulated by the state, which limits 
center management decision.s about the 
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size and qiuility of capital fncilitics. Thus, 
state reKularions h;)\-e an indirect eitect 
on cipiral facilities. The actual capital 
(aciliries chosen directly ..iTecr burh 
finaiicc's and classroom structure. 
The arrows from capital facilities and 
centL'r structure and from classroom 
structure to classroom process quality 
indicate the factors nttectin^ o\-erall 
center quality. Center structure 
characteristics such as the si:e and scope 
of the program, the center's philo.sophy 
and curriculum choices, u.se of wilunteers, 
and quality of administration affect 
process quality. 

The primary relation between cost and 
quality is shown throutjh the arrows from 
center structure to classroom strucmre 
to process quality to finances. Gi\ en the 
le\'el of quality a center tries to achie\'e 
in the classroom, it must hire a particular 
quality of sta.ff with specific educational 
and other attrihutes and use a particular 
staffing ratio. These decisions about 
quality affect costs. 

The children circle represents the devel 
opmental outcomes of children reccis'in}^ 
the ser\'ices of the center. Arrows from 
classroom process quality and from 
families to children indicate that a child's 
de\'clopnienr is directly affected by 
classrunn process quality' and by the child's 
family characteristics, such as family 
income, parent education, and quality of 
the home en\'ironment. Learninj^ about 
the relati\x' importance of center versus 
family characteristics on children's 
de\'elopment is a major purpose of the 
longitudinal continuation of this study. 



Finally, the conceptual structure shows 
the child care center a.-- a system which 
performs a set of flmctic^!■)s to achieve its 
poals. It portrays the child rare ce.iter as 
incorporating inforniatio,n feedback 
mechanisms that permit the center staff 
to correct operations in order to achie\'e 
the organization's goals. For instance, this 
is an important characteristic of any 
business supplying ser\-ices through 
markets, because the great ad\'antage of 
market-oriented supply is that the 
businesses react appropriately to changes 
in demand. Nonprofit agencies are also 
goal oriented and ha\'e internal methods 
for correcting their performance to 
meet their goals. 

Looking at a center as a goal-oriented 
system permits us to look at both the 
similarities and differences in the ways 
centers from different sectors operate. 
The center stnicture circle also represents 
administrati\'e decision making to 
organize the center system to carry out 
the center's goals. Tlie center's operations 
generate inforination that administrators 
can use to imprcn'e performance. CxMitcr 
decisions include responses to changes 
in outside influences in the state, the 
labor market, and in parents' and others' 
willingness to pay for services. They also 
include the important leadership functions 
in the internal operation of the center 
which help the center achieve its goals. 
These insights have guided the team's 
in\'estigation into the role of 
administration and the differences 
between center management in different 
.sectors of the market. ' 
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Chapter 4 

Quality of Child Care and 
Children's Developmental Outcomes 



INTRODUCTION 

This chnptor siimniiirizcs miijiir tini.lin,<;s 
rehitod til ( 1 ) the in-cmli pmcoss qunlity 
lit CL'iitcrs; (2) the rchitinn nt chikl care 
qiuihty til the devi.'liipincnt;il (nitcumos 
(it chiklifn hcin<,' sen'tvl hy these centers; 
(3) the relritinn oi pincess qunhty tn 
structunil qunhty ;iiid center smicture 
chiirncterisrics; (4) the relntinnship 
between niiniimim stniii-lrirds mi pmcess 
qiuihty; ;ind (5) the et'teci o( in-kinJ 
Jiin;itiiins (ir extm resmirces on prcicess 
quiihty. In this chnpter we will ii.lcntity 
sinne nt the types nt centers we tound 
nmre likely to he pmvidint,' .muKl-quiility 
ser\'ices. Difteronces in quality hy pnifit 
sectiir are sumniarired in Chapter 6 
where we repurt scctur i.litterences. 

Til measure chissnnini quality (pruccss 
quality), tniinei.Kihser\'ers used instruments 
(ECERS, ITERS. C^areyiver Interactinn 
Scale, and Tencher In\'iilveinent Scale) 
that permitted ex'uluatinn oi the quality 
oi the tutal child care en\'iriinnient as 
well iis mure specific aspects nt the 
relationship hotween teacher and child. 
The ii\-erall index nt center qunlity 
i.lescrilx\l in (.'hapier One was scaUvl 
trum 1 til 7 as follnws tn cuntorm to the 
scalin.ij; used in the ITERS ;ind EC'ERS 
measures: 

1 = Inai-lei-iuate. C'liildrcn's needs iot 
health and safety are nut met; no 
warmth or support from ai.lults is 
ohser\'ei.l, no learning is encourai,'t\l. 

^ = Minimal. (JhiLlrcn's hasic health ani.1 
safety needs partially met; a little warmth 
ani.1 support is prii\ ii.led hy adults; there 
are few le;irnin,t; experiences. 

5 = (jood. Health and safety needs are 
fully met; staff are carin;^ ani.1 supportix e 
of children; children are leamiiis; in nniny 
u.iys through interesting, fiin acti\'ities. 



7 = Excellent. E\'erythin,ii; is "yood"; in 
addition, children are encounij^ed to 
become independent; the teacher plans 
for children's individual learninj^ needs; 
adults ha\'e close, personal relationships 
with each child. 

In this report quality measures are also 
catemiri:ei.l according to the ran,ye of 
quality sciires. In particular, we call 
ser\-ices that are rated below minimal 
(less than 3) "poor"; those that are 
between minimal and good to less 
than 5) "mediocre"; and those that are 
between {^oivl and excellent (5 and o\-er) 
"hi.yh" or "de\x*lopmentally appropriate." 

Findings reported in this chapter are 
based on the descripti\-e analysis of means, 
on psychometric analysis of the relation 
between child outcomes ani.1 cenrer 
process quality, ani.1 on econometric ani.1 
p.sychometric analyses of the relationship 
between process qunlity ;ind structural 
quality. Unless expressly stated, all findin.ys 
of i-lifferences reported in this and later 
chapters are statistically significant at 
the 5"'o level or better. 

Data are presented in fi\'e tables in this 
chapter. Tables 4- 1 ani.1 4.2 present mean 
\-alues of process and structural quality 
measures by state and for th.e total .sample. 
Table 4.1 also shows the percent of 
centers in each stare that fell into the 
categories of poor, mediiocre, and 
de\'elopmentally appropriate quality n;isei.l 
on the o\'erall quality index calculated 
for each center 0\'erall quality' of senaces 
was >igniticantly lower in North C'arolina 
than in C Connecticut, California and 
C-olorai-lo; and i-iuality in Colorado was 
significantly lower than i-iuality in 
(^innccticut and California. Structural 
quality measures follow this same pattern 
generally but iii-it uni\-ersally. Table 4.^ 
leiMiTs mean \-a!ues of each chikl outcome 
measure for poor-, mediocre-, and 
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quality. 



dcvclopmcn tally apprnpriatc-qiuility 
centers. Tnhlc 4.4 coinp;ircs moan nvcrall 
priKcss quality tor each state with that 
state's minimum licensinfj anj 
entiircement standards. Tahle ^.^ presents 
mean values of structural and process 
quality, finances, and wafjcs and benefits 
tor hnir special catesj;oiies ot centers with 
hifjher than averaf^e process quality scores. 
It compares these special catej^ories ot 
centers with results tor the remaining 
centers in the sample. 



QUALITY FINDING ONE 

Child care at most centers in the United 
States is poor to mediocre, with almost 
half of the infants and toddlers in 
rooms of less than minimal quality. 

The levels ot quality required to support 
children's de\'elopment are not heins^ met 
by most child care, centers. Fi<^ures 4- 1 -4- 3 
show the distribution ot quality ratings as 
rated by independent obser\'ers. Fijjiure 4- 1 
indicates that centers in the study were 
well below the quality standard ot good 
(5). While there was a great deal of 
variation in the sample ot 401 centers, 
the mean score tor all ciMiters was 4.0, 
a full point below good qua.lity. Only 1 
in 7, or 14"^i, were rated as 
dewlopmentally apiiroi^iriate (5 or higher), 
while the remaining 86% scored from 
poor to mediocre. What is most 
disconcerting is the tact that nearly half 
ot all centers (49'!ii) scored 4 or less more 
than a full point below the quality 
designation of good, and more than 
1 in 8 (12%) scored below a minimal 
le\'el ot care and educativin. 

Infant and Toddler Care 

Infant and tiKkller care is ot graw concern. 
Quality in rooms caring tor infants and 
toddlers was substantially lower than in 
rooms caring tor older children. As can 
be seen in Figure 4.2, ot the 225 infant 
and toddler rooms, only 1 in 12, or 3%, 
mer rhe high quality level (a score ot 5 
or above), while 2 in 5, or 40"'';i, had 
poor quality (a rating below 3). For 
infant.s/toddlers, a sccire below 3 indicate.s 
that the Iiealth and welfare ot these very 



young and vulnerable children are at 
substantial risk during the long hours 
diey spend in the centers. These poor- 
quality intant/toddler rooms are typified 
by ;i lack ot basic sanitary conditions tor 
diapering and feeding. For example, 
caregivers may not wash their hands after 
diapering each child or take other 
precautions to minimize tlie spreai.1 ot 
illness among children. Tliese are obvious 
safety hazards that endanger children. 
There is a lack of warm, supportive 
relationships with caring adults — children 
are rarely held, cuddled, or talked to. 
There is little or no use ot toys and other 
materials that encourage physical, social, 
emotional, and intellectual growth. 
Health and safety practices were generally 
problematic in infant/toddler classrooms. 
The areas ot health practice we observed 
included meals/snaeks, diapering/toileting, 
personal grooming tor children, and 
general health practice. A score ot 1 
indicates that the procedures were not 
handled in a sanitary' way to a\'oid spread 
ot germs. At least 50 percent ot all 
intant/toddler classrooms receiwd a score 
ot 1 tor general health practice, while 
20 percent ot classrooms were rated 1 
on the personal grooming item. For 
general safety practice, 36% ot classes 
received a score of 1 . Seventy-five 
percent of all intant/toddler classrooms 
had a score ot 1 on one or more of the 
health/safety items. 

We constructed a health and safety factor 
trom these items. The mean factor scores 
were 2.5 tor all intant/toddler classrooms, 
1.6 tor poor, 2.9 for mediocre, and 4.2 for 
developmentally approi^riate classrooms. 

Preschool Care 

CxMiter ser\'ices tor preschool-age children 
tared somewhat better in terms ot quality 
ratings than center ser\'ices overall (see 
Figare 4.3). Nearly one-quarter ot centers 
(24''i>) met the criteria tor devekipmentally 
appropriate pnn-ision ot ser\'ices (a score 
of 5 or aho\-e). Howevf-r, 76"() tailed to 
meet this sraiul;ird, and 10% fell below 
the minimal le\'el. For preschoolers, a 
rating below 3 indicates that children are 
not likely to lie encouraged to develop 
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Figure 4- 1 
Process 
Quality in 
Child Care 
Centers 




Figure 4-2 

Process 
Quality in 
Child Care 
Centers: 
Infant/Toddler 
Classrooms 
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Process 
Quality in 
Child Care 
Centers: 
Preschool 
Classrooms 



the siici;i! and intellectunl si lis that ;ire 
Ml impurtant tor Inter siurcess in schonl. 
Children's liinKiui^e develupment is 
Ljoner 'ly iynmed — children ;ire rarely 
cn^iyed in mennin^'tul cunversations with 
their renchers and are not encouraj^'cd to 
talk throughout the day. There are 
inadequate turnishinKs (tables, chairs, 
booksheh'cs), eciuipment, and materials 
used to meet children's needs tor safety 
or ix^rxonal care (eatiniVsleepin^/toiletiuj^) 
or tor play or learnin.i!. 

Comparisons with the National Child 
Care Staffing Study 

Our tindin,ys ot the quality ot cnre an^l 
education tor preschoolers are ^'Mieniily 
consistent w ith those of the National 
Child Care Statt'ini,' Study (NCCSS) 
(Whitehook et al., 1989). Whitebook 
and colleagues reported o\'erall L|uality 
scores usin;^ two subscales which were 
derived rhrou.uh a maximum likelihood 
factor analysis of the EC:ERS and ITERS 
scale items. For each scale, quality scores 
were reported for the appropriate acti\ ity 
subs 'ale. The ECERS subscnle scores for 
preschool t^roups found in the present 
study arc almost exactly the same as the 
NICX^SS .scores from six years a^o. 
Whitehook and colleagues reported an 
EC'ERS score of 4.4 for the appropriate 
Ciire.yi villi,' factor and 5.6 for the 
developnientally appropriate acri\'lties 



factor. Our mean total Et^ERS scores for 
pr(?school groups were 4.4 for the 
appropriate careyix-iny and 5.8 for the 
de\ elopmenrally appropriate ;icti\-ities 
factor. Results of both ot these studies 
iui^licate that centers score lower in the 
area of developmentally appropriate 
acti\'ities than care jii\'iny. 

For infants ;ind toddlers, if the samples 
are comparable, our results indicate 
that there may ha\'e been a decline in 
the quality of care and education chiLlren 
recei\'e. The NlCX'SS reported appropriate 
care<j;i\'inK ITERS factor scores of 4- 1 5 
and 4.10 for infants and toddlers, 
respectively, while for this study the 
ITERS appropriate care.uivin^ factor 
score for the combined Knnips of infants 
and toddlers was 5.65. The NCCSS 
.scores for t'ne de\ elopmentally appropriate 
acti\'ities factor were 5.1 7 tor infants 
and 5,57 for toddlers, while for this study 
the score for the combined ^roup of 
infants and toddlers was 5.1 5. 

For the EC'ERS factors, appropriate 
care-,t,'i\'in,t,' and developmentally 
appropriate .;cti\'ities, there were 
sisjjnificiint state differences (sector am.! 
auspice similarities nnd differences will 
be reportcvl in C'hapter Six). C'enters in 
C'alifornia and C'onnecticut had 
sii^nificantly higher scores than did 
centers in C^^olorado a^.id North Carolina. 




F(ir the Arnctt Crnrc^ivcr Intcmctidn 
Scale, totiil .sciirc^ in Cnliturnia ani.1 
C'liiiiiccticiit were hi<;hcr than thuso in 
Cxilnrnilii whicli were hi.i^ner t!ian in 
North C.ai-(iHna. 0\i the Arnctt Scale, 
Nni th C-anilina teachers .shinvei.1 mure 
harshness than te^achers in nther states. 
Teachers in Norfh Oircilina were nuire 
deiached than teachers in C AikiraJn whu 
were ninre detacheJ than teachers in 
C'alihirnia and C'unnecticut. Scures cm 
the Teacher Invuh-ement Scale were 
higher in (.,\innecticiit than in tlie 
(ither three state^. 

QUALITY FINDING TWO 

Across all levels of tmztcrnal education 
and child gender and ethnicity, children's 
cognitive and social dei^elopnient are 
positively related to the quality of their 
child care experience. 

Intonnaticin aKuit the st;iriis oi children's 
cii<.;niti\'e and sdcin-enuitinnal 
de\'eliipment was <z;tthered trum 826 
preschiHi!-a.L;e\l children wlm were 
atleiidin.i; classrunins which were included 
in the cust ancl i.iu;ility i.lata enllectinn 
phase. These preschdiil chissriHiins were 
Kie;ited in a siih.set iit 181 at the centers 
trcini the uri^inal sample. The children 
were an a\ erafje ot Knir years ciKI at the 
time of data cullectinn, and were in their 
ne.Nt-tci'last year (it preschcml. Data nn 
each child's de\'elopmen,-al initcunies 
were .u'athered Iroiii two smirces: individual 
assessments and teacher ratinf,'s. Tra.ined 
assessors administered indi\-idual 
assessments ot children's receptive 
lan<.;uai4e nhility, pre-acadeniic skills 
(pre-readinji; and pre-math), and 
perceptions ot rheir own competence and 
attitudes toward child care. Teachers 
completed ratiiij^.s ot children's social 
skills (positive heha\'iors, sociahility, 
and prohleiii hehavinrs), and parents 
completei.1 demographic surveys ot child 
anv.1 tamily characteristics. (See Chapter 
L')ne tor a description ol iustrument.s.) 

Table 4-^ contains the means and 
standard de^ iation.s on each child 
outcomes measure hy three categories ot 
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c]uaiity of care (poor, mediocre, and 
dewlopmeiitally appropriate) as mea.Mired 
hy the process quality index for the 
preschool classroom. These categories are 
used to illustrate the relationship between 
child care quality and children's outcomes. 
Hierarchical linear rej^rcssion analyses 
were u.sed to test the relation.ship between 
each ot the child outcomes measures and 
the classroom process qualit\' index (see 
Cdiapter One). The analy.ses 
controlled tor factors known to he related 
to both child care selection and 
developmeiua! outcomes, includin.u 
maternal education, child gender anel 
ethnicity, state, and center sector 
(nonprofit or tor^iirotit). Child care 
center quality was significantly related 
to maternal education, child ethnicity, 
state, and the interactiim ot stnte and 
.sector in the present sample. 

A positi\-e influence of child care quality 
was found across all areas ot children's 
(Hitcomes that were examined. This 
positiw influence was found tor measures 
from both sources of dat;i, the individual 
assessments and the teacher ratin.us. The 
results indicated that children in better 
quality child care di.splnyed more 
advanced lan,s.;ua<jc and pre-math .skills, 
had more positi\'e \-iews of their child 
care situation and ot thenise!\'es, had 
better relationships with their teachers, 
and had more advanced prosocial skills. 

Children in hi.tjher quality c'as.srooms 
displayed more ad\-anced eoi^niti\-e skills 
in two areas: lan^uaije development 
and pre-math skills. They scored higher 
on individual nsses.sments ot receptiw 
lan},'ua,s.;e ability, indicating that they 
had a better understniulinij ot lan<^uafie 
than children in lower quality cla.s.srooms. 
Cdiildren in hi>^her quality cla.sses also 
had better pre-ninrh .skills, based on 
indi\ idual assessments which measured 
abilities such as simple coimtin^ and 
compari.sons amont^ different numbers ot 
thiiii^s. C'hildren's understandinj^ of 
lan<,'uajze showed the strontiest relationship 
to quality ot all the lUitcomes measures 
studied, while a more rnoderate 
relation.ship was found for children's 
pre-math skills. 
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Table 4. 1 

Center 
Process 
Quality 
Measures 
by State 



Children in hii^her quality classrooms 
alsii evidenced hotter socio-ennitit-iniil 
(.le\'eloi"iment. They had mure pusitive 
altitudes toward themseh'es and their 
child care situatinn, reinirtin^ that they 
liked their child care centers i-iotter an^l 
rating themseh'es as more competent 
than cliilJren in lower quality care. 
Similarly, the teachers in liiKher quality 
classrooms viewet.1 their relationship with 
the children more positi\'ely than die 
teachers in lower quality cla.ssrooms. 
Teachers in better quality clas.srooms 
felt warmer toward the children, reported 
more open communication between 
themseh'es -.ma the children, and saw the 
children's feelings and behaviors toward 
them as nuire positi\'e. Finally, teachers in 
higher quality classrooms rated children's 
social skills as more advancctl in the two 
areas of prosocial de\'elopnient that were 
measured, [xisitix'e heha\'iors and 
sociability. C'hildren who are rated higher 
in positi\'e behaviors display more 
creativ'ity, are niore independent, show 
better task orientation, and display "greater 
verbal intelliizence. (.Children who .score 



higher in sociability are more extro\'ertet.l 
or interested in interacrint» with other 
children and generally see^m hapjiier. 
Teacher ratings of the teacher-child 
rekitionship showetl the second strongest 
relationship to child care quality", while 
children's own attitutles and social skills 
displayed more mixlerate relationships. 

This positive effect of better quality 
child care on chiklren's co{jniti\'e and 
socio-emotional outcomes was found fin- 
boys and girls, for children from different 
ethnic backgrounds, and for children 
whose mothers W<w\ (.lifferent le\'els of 
education. The significant relatioiiship of 
child care quality to children's outconies 
wa^ found after accounting tor tbrc effects 
of all the^e \'arious child and faniily 
characteristics which relate to both 
selection of child care and children's 
outcomes. Rela.tionships to the quality of 
child care were found across the whole 
\'ariety of children's outcomes that were 
studied: language ability, pro-academic 
skill. , attitudes toward child care an^i 
perceptions ot competence, teacher-child 
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relationships, and scxial skills. All of these 
are primary areas of development for 
prcschool-ayc children, iind furthermore, 
are considered important to children's 
ahility to be ready to learn and to succeed 
in school. The strongest effect of child 
care quality was found for children's 
receptive langun.ye ahility, and the next 
strongest forpositi\'e aspects of the 
teacher-child relarionship. C^hildren's 
skills in understanding languajje and the 
nature of their interactions with care.yiwrs 
are key components relating to children's 
adjustment tn .school and early academic 
success (e.g., Alexander &. Entwisle, 
1988; Pianta & Steinhert;, 1992). 

As can he seen in Tahle 4.3, the.se 
significant relationships between quality 
of care and children's outcomes are 
illustrated bv exaniinin" the differences 



in mean scores for children in poor, 
mediocre, and developmental ly 
appropriate classrooms. The scorinj^ for 
both the language instrument and the 
measure of pre-academic skills is 
••.tandardized, with nonns at each aye that 
include a mean of 100 and a standard 
cioviafjon of 1 5. This means that for all 
children, an averaf^e score of 100 would 
be expected, and only about 1 6% would 
be expected to score more than 15 points 
lower, or below 85. The strongest effect 
was found for children's lanf^uafje abilities, 
and differences in these scores hy c]uality 
of care are quite apparent. In our sample, 
children -n care that is de\'ekipiTientally 
appropriate have an averaj- '-'.ire of 
atound 100, at the expecteu average, 
while children in poor quality care are 
scorinp arouni.1 86, or nearly one standard 
deviation below this. The differences in 



Table 4.2 

Center 
Structural 
Quality 
Measures 
by State 



Structure Measures 




CA 


CO 


CT 


NC 


Total 


ANOVA 

Results 




N 


99 


100 


99 


100 


398 




Observed Midmorning 
















Adult-Cfiild Ratio-center 


Mean 

Sm 


0.18 

0 1 


0.20 

u 1 ; 


0.23 

0 13 


0.15 

(MO 


0.19 

0 !•! 


CT > Others 


Adult-infant ratio' 


Mean 

Sic: 


0.37 

0.21 


0.28 

0 1 3 


0.33 

0.12 


0.22 

0 1 1 


0.28 

C.lb 


CA, CT > CO, NC 


Aduit-preschooler ratio 


Mean 

Sk! 


0.14 

0 <Ji> 


0.18 

0 l-l 


0.19 

00'> 


0.13 

Of/' 


0.16 

0 1 1 


CT CO > CA, NC 


Group Size 


Mean 


13.90 


12.78 


il.85 

6 8? 


12.33 


12.71 

/ 1 ' 


ns 


Early Childhood Training 
















% ofTeacliers witii CDA 
















or More 


Mean 

S;g 


95% 

i'j 


72% 

2 ' 


78% 

30 


60% 


76% 

30 


CA X CO > ^4C 


% of Teaclier Aides witli CDA 
or More 


Mean 

S'd 


65% 

3b 


36% 


42% 

"30 


45% 

38 


46% 

J 6 


CA > Others 


Education 
















Teacher (in years) 


Mean 

Sm 


14.1 

1 I 


14.4 

1 ',' 


14.6 

1 4 


13.4 

1 1 


14.1 

1 3 


Others > NC; CT > CA 


Teacher Aides (in years) 


Mean 

S:<i 


12.7 

1 1 


12.8 

1 i 


I3.i 

1 2 


12.9 

1 J 


12.9 

i /■ 


ns 


Tenure 
















Teacher (in years) 


Mean 

J" ] 


4.3 

i 1 


2.6 

; 0 


4.6 

:i 


3.3 


3.7 

2° 


CA. CT > CO. NC 


Teacher Aides (in years) 


Mean 

b'c! 


2.7 

; -1 


1.4 

1 .'-< 


2.8 


1.7 


2.1 

2-1 


CA, CT > CO. NC 
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The quality 
of child care 
is Ijrimarily 
related to 
xtaff-tO'child 
ratios, staff 
education, and 
administrator's 
experience. 



the pix'-niiith scuivs tor chi!i.livn in 
i.li.'Vi.'loiimcnriilly apiinipriiUc care 
(.■oin|^aivi.l to tlmsc in ixnir-qualiry c;iri.' 
arc .;iinn.'whar less than tlnisc \o\- lanf,'ua<ii.', 
although srill nearly halt a standard 
..Icviatiun apart. The measures d chiLlren's 
attitudes aiitl ivrceptions, ihc teucher- 
ehili.1 relationship, and ehiklrcn's social 
skills were all scorei.1 on 1-5 scales, with 
1 Ivinii low and 5 hein,i; IukIi. The 
i-litterenccs in scores herween the highest 
and the lowest quality groups \-ary h\ 
nearly halt a stani.lari.1 i.lc\ i;Uion on these 
i^easurl•^ as well, which is a ineaninytul 
i-littercnce. 

While Ix'tter quaUty eare hai.1 a positi\-e 
intluence on co<,'niti\-e am.) socio- 
eniotional outcomes tor all children, in 
two instances hi.uher quality care had 

e\-en ^tron.^er positi\'e intluence on 
the Llevclopment ot children typically 
considered at greater risk torschtiol 
failure. Better i.[uality child care was e\ en 
nKire strongly related to better lanuua.ue 
abilities for minority children coniparei.1 
to nonininority children. For chiklren 
whose mothers had relatiwly less 
etlucation, there was ;in ewn siron^er 
relationship between bein.y in hiyher 
quality care ani.1 havini^ more poMti\'e 
attitudes iibout their chikl care ^ind 
their own coinpetence. 

CXeral!, a positi\e relationship wastouni.1 
between chiLl care (.juality and children's 
outcomes tor all chiklren. with ,\n e\-en 
stronger posiri\e effect kir typically at-risk 
chiklren in two cases. These tini.lin;4s are 
consistent with a number ot earlier srutlies 
that re\'ealed the positi\'e ettects ot early 
inter\'ention programs on dc\-clopment 
tor at-ri^k chiklren (e..u., C^ainpbell iSi 
Ramey, 1994; La:ar et ak. 1^)82; 
Schweinhart, Barnes, & Weikarr, 199^; 
Wasik. Raniey, Brjant, & Sparling, 1 W). 
The results are also consistent with stiitlies 
that foiiiii.! positi\'e relationships 
between i.lc\'clopmcntal outcomes ain.1 
child care quality (e.i;;., Bryant, Peisner- 
Feinbert^,& C!littord, 1993; (joelmaii 
it Pence. 1987; Howes & Olenick. 1986; 
Howes, Phillips, >Si White-book. 1992; 
McC;;irtney, 1984; Philllp^, McCartney, 
iSi. Scarr, 1987; Ruopp. Tra\'ers, Cikint:, 



& Coelen, 1979; Vandell Ck Powers, 1985; 
Whiiebook, Howes, & Phillips, 1989). 
Much of this pre\-ious research has 
tocu^ed i^rimarily on children from at-risk 
backgrounds, has not atljusted tor child 
and family characteristics, orha^ included 
centers within only a limited ran^e of 
chikl care quality. 

There are se\'eral imiiortant features 
surrounding^ the sample of chiUlren and 
centers that i.listin<,'uish the current 
stui-ly: (1 ) children from a broad raiij^e 
of family backtirouni.ls were included; 
(Z) the sample ot child care centers 
represented the full ranue of quality; 
( 3) the centers in the study were 
represcntati\'e ot typical community 
child care; and (4) child and family 
characteristics known to relate to 
seleciion ot chikl care and to children's 
i.levelopmental outcomes were controllei.1 
tor, so that the tiin.lin<is representei,! the 
relationshiii between care quality and 
chikl outcomes after takinu these chikl 
and family characteristics into accomit. 

kookeel at as a composite, these results 
iiii-licate that the quality ot chikl care i^ 
related to chiLlren's Lle\'elop!nent;il 
outcomes tor children from all 
back.urounds and in chikl care centers 
;icross the ranjje ot quality. While ;i 
substantial body ot research shows the 
|iositi\'e impact ot early care and 
etlucation experiences on thedewlopinent 
of more at-risk children, there h;is been 
an uiKlocunicntei.1 assumption that 
chiklren from mii.ldle-class families were 
buttered from rhe ne,<j;ati\'C impact ot 
poor-i-iiiality chikl care by the positi\'e 
intluences ot the tamily. C'ontrary to this 
belict. this study touni.1 that, in most cases, 
the impact ot quality was similar tor 
chiklren despite i.litterenccs in maternal 
education, jjender, ethnic backyronnd, 
state, or center sector. For two measures, 
children troin what are typically 
ciinsidercd at-risk backyroiiiids beiictitcxl 
e\ en more trom hi.yher quality care than 
children from more ad\'nnta<.;ed 
backL;roiini.ls. These results sui^ycst that 
while, in some c;ises. the positi\'e ettects 
ot higher i.iiiality care are e\'en more 
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crucinl for children from huckKrounds were ;inaly:ed hy two typos ot multiple 
associated witli beinj^ ;it j^renter risk ior rcj^ression analysis. The econometric 
school failure, quality of care affects the iin"estit,'ation invoK'ed e.stiiiiatinK a quality 
de\'elopmental outcome of all children. preiduction function. The other 
Tlie sif>nificant contribution of the iire.sent in\'e.sti_uation inwih'ed a hierarchical 
^tudy is the consistent finding ot a ix),siti\'e re^'re.s.sion analysis. Tliese rwo procedures 
relationship across this wide-ranyin,i; ;ire described in C'hapter C")ne abow. 
.sample, which indicates the strength of Cienerally, both analy.ses included the 
the impact of chikl care i-iunlity on same explanatory \'ariables. Structural 
>.le\ elo|iinental outcomes for all children. chanicteristics that shoukl influence 

quality were selected ba.scd on 
i.ie\'elopmental or economic theor\' or on 
QUALITY FINDING THREE p^eviotis empir.cal work. 

The ciuality of child i:are is primarily .... ,, , , 

, J . , T .1 1 . ' ^peciiically the reyre.ssioi"! annlyses 
related to higher stajf'tO'child ratios , • i i i i ,■ n " 

, . J J ■ • , included the tollowmij se\'en sets ot 
staff education, and administrators . , , 

, ^ . vanalMes as predictors: 
exf)enence. In addition, certain , „ , t, r. ,v; , 

, „ . „. 1. . ■ ^ 1. state and Profit hector. We always 
eharaetcrtstics discriminate among . i i i i ,• i i ■ 

J. J L- I included the factors .ised to select the 
hoor-, mediocre', and hign'onahty , , 

, . ^ /■ i' • I .sample—state and secteir, 
centers, the most important of u'hieh 

are teacher wages, their education, 2. Teaching Staff Characteristics, 
and specialized training. Human calMtal or teacher hack.uround 

ani-l experience factors included measures 
Factors affecfinji overall center quality "f education, EC'E trainins.;, aj^e. 


Table 4.3 

Children's 
Deveiopmental 
Outcomes 
by Quality 
of Center 
Care 


Deveiepmental Outcomes 


Quality of Care 


Developmen tally 
Poor Mediocre Appropriate Overall 
N 141-154 385-416 239-251 768-821 


Receptive Language*** 


Mean 85.6 93.3 99.7 93 8 

S;d ■ •■> : ! '-1 1 iH-i 


Pre-Academic Skills: 

Pre-Math'*' 

Pre-Reading 


Mean 98.9 101.9 105.4 • 102.4 

s-',: :■' 1 ■ ■; ; i m i ^ f. 

Mean 96.7 99.6 102.2 99.9 

S-.- i..: i.N I.'! 


Attitudes/Perceptions* 


Mean 4.2 4.4 4.4 4.3 


Teaclier^Child Reiationslilp: 

Positive Aspects*'''* 

Negative Aspects 


Mean 4.0 4.1 4,3 4.2 

S-.-' -r- 0- n,, :>., 

Mean 2.1 2.1 2,0 2,1 

V! "6 


Social Skills: 

Positive Behavior ' 

Sociabilit/^ 
Problem Behavior 


Mean 3,5 3,6 3,8 3,6 

S'f 'i •■ 0 ■ U ' 

Mean 3,8 4.0 4.1 4.0 

S'l." 1.! ' 'J ' If" ■) ' 

Mean 2.6 2.4 2,4 2.4 
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Results 
of the 

econometric 
analysis 
reveaUd that 
the ratio of 
staff to 
childmn was 
the most 
statistically 
significant 
factor 
affecting 
quality. 



experience, tenure, :ind ethnicity. 
Teiicher education was measured with 
three \'ariables representinj^ the iiRipurtinn 
lit tile teachinj^ statt with a hiyh schmil 
ediicatiiin ov less, with sdine culleye, 
and with at least a BA/RS. Similarly, 
EC^E training was measured by three 
\';i.riahles that represented the priipurtinn 
ot the teaching staff with nt least a 
C^hild De\-eKipment Assnciate (C^'DA), 
at least an AA det^ree in early child- 
himd or related field, and at least a 
RA/BS in early childh .jd or a related 
Held. The other teaching statt variables 
inchkled the avera.ye aye, years ot prior 
experience in ECJE, and months ot 
tenure at the center ot the teachin<j 
statt, each weii^htei.1 accorJini; to the 
hours \vi.)rked by each employee. Finally, 
the ethnicity of the staff was represented 
by the proportion of teachin.u statt who 
were Asian, black, or Latino. 

3. Wages of Teaching Staff. The teaching 
staff wage was included to represent 
other unobserved staff characteristics 
which could affect process quality, such 
as statt personality and character traits, 
hi addition, previous work had sug.uested 
that wa<jes contributed to provision ot 
i-iuality, e\'en after considering human 
capital characteristics such as education 
and experience. For the econometric 
analysis, separate wage rates were used 
for the staff with at most a high school 
education, with some college training, 
and with at le;.st a BA/BS. For the 
hierarchical analysis, a single weighted 
mean teaching staff wage rate was used. 

4. Other Classroom Structure Measures. 
Fi\'e classriKim structunil measure;, of 
quality were selected: the weighted 
mean statf-to-child ratio during 
mii.l-moming inside activities lor the 
twd cla.sses obser\'ed in the center 
(weighted b\ percent of center enrollment 
in the age group), the weighted mean 
group si:e, the square feet of inside space 
per child, the observer's rating ot the 
quality of that space, and volunteer 
hours per FTFI chikl. 



5. Center Structure. These included 
the total number of PTE children 
enrolled, the center's age, the proportion 
of the children who were infants/todi.llers, 
rhe proportiiin of subsidized children, 
hours ot operation, and staff turno\'er 
rate. The econometric analysis included 
separate turnover rates for teachers, 
assistant teachers, and teacher-directors 
and dummy variables ot each of 12 
program scope variables while the 
hierarchical analysis included the total 
teaching staff turnover rate, the number 
of different types of programs pnu'ided 
by the center, and whether the center 
pro\'\dei.l before- and afier-scbool care 
to scboiil-age children. 

6. Administrator's Characteristics. 

These included the administrator's 
years ot education, age, prior experience 
in EC.'E, and tenure at the center as 
well as staff ratings ot the administrator's 
organizational skills, curriculum 
leai.lership, Cvimmunity invoKvment, 
ani-l ECE professional community 
participation. 

7. Auspice and Public Funding. Finer 
distinctions in sector and public financial 
invoK'cment in the center were studied. 
These included distinguishing among 
six categories ot auspice: independent 
tor profit, local chain, national systems, 
independent nonprofit, church affiliated, 
and publicly operated centers. Dummy 
\'ariables were also included to ii.lentify 
centers receiving public support and 
centers where this support was tied to 
higher standards. 

In addition to the regression analyses, 
we also performed a discriminant analysis, 
a procedure for choosing correlates of 
process quality which best discriminate 
among centers providing pixir-, mediocre-, 
and de\'elopmentally appropriate-quality 
services, hi this analysis, in ai.ldition to 
a subset of the variables described abo\-e, 
we included the following financial 
measures: total laKir costs per child h<nir. 
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totnl costs [vrcliild lunir, hourly preschool 
tecs, mill nwxiimim iiunitlily iiioschixil fees. 

Econometric Analysis 

The qunlity production function equntioii 
estiin;itin,tj hictors contrihutin,tj to the 
pro\'ision of iiood-qunlity ser\'ices 
exphiined hiilt ot the ti)t;il vnriiince in 
qunlity, hut only nhout one-third ot the 
individual v;iri;ihles produced estimated 
coetticients siyniticnntly different from 
reri)."" Results i.f the econometric analysis 
revealed that the ratio ot'staff' to children 
was the most statistically significant factor 
atfectin,<,' quality. However, the function 
predicts that it woLild take a considerahle 
chani^e in staffin,y ratios to increase 
overall process quality. For instance, 
increasin,t,' the ratio from .2 (1 adult to 5 
children) to .3 (1 adult to 3.3 children) 
for an a\ era<^e center would increase the 
quality imlex hy .2 points on the overall 
quality scale with \'alucs from one to se\'en. 
Ainon,t,' the se\'crnl wiriahles nieasurin<.; 
staff education ami trainini.;, only the 
proportion of all teaching staff with a 
college degree or more was positi\'ely 
relateil to quality. It predicted that shifting 
staff from one-third BA/RS education to 
all RA/RS degrees or more would increase 
the quality inilex hy .3. The measures of 
fonnal education and le\'els of staff training 
were highly correlated since ad\-anced 
speciali:eLl training also requireil an 
ad\-anced formal degree. Therefore, it was 
not jxissihle to separate training from fonnal 
cilucation except at lower lc\'els ot 
six-ciali:ed training (C^DA training or less) 
vdiere training did not seem to alieci quality 

Wages rates of staff with no college, with 
some college, and with at least a college 
decree were incluilei-l to capture aspects 
ot staff quality which were not included 
in the model, hi this analysis, the wage 
r:\tes ot teaching staff with no college 
was most associated with center quality'. 
A one dollar per hour increase in this 



wage rate hrings ahout an increase in the 
quality uidex ot . 1 . 

Years of administrativ e experience or 
tenure ot center administrative directors 
or owiier-operators was positively related 
to ijuality. For instrance, a cliange in 
tenure from one to ren years would 
increase the quality index hy .2. Teachers' 
assessments of the effectiveness of the 
administnitor's involvement in planning 
the curriculum for the children's program 
was also significant. An increase from 
a\-erage to very gooil would increase 
c]uality by .2. 



Inside si]uare feet per PTE chikl and annual 
volunteer hours per PTE child were also 
ix)siri\'ely related to center quality, and 
the turnover rate for teachers and 
teacher-ilirectors was negativly related 
to quality, although in each case the 
magnitude of the effect was small. Centers 
offering before ami after school care and 
with bilingual children tended to have 
lower quality. 

Hierarchical Regression Analysis 

An hierarchical regression analysis was 
also performed to iilentlfy the relative 
contributions of characteristics of the 
teachers, classrooms, centers, and 
ailministrarors in prcilicting child care 
quality. The proccilure invoh'cs entering 
successi\-e sets of predictors into the 
estimation, starting with the factors most 
directly affecting the child and ending 
with the factors most removcLl from the 
child. That is, \'ariables were entercil in 
the oriler identified above in the 
description of prcilictor \'ariables. The 
onler of entry is specified to compare 
magnitikles of associatioii when \'arioiis 
co\-ariates are considered. Attention was 
paiil ro selecting predictors that are not 
highly correlateil to enhance the 
interpretation of the results. Iti particular, 
for this reason wages were treated as a 
single \'ariable in this analysis. 



Years of 
administrative 
experience of 
center 

administrative 
directors or 
owner' 

operators was 
positively 
related to 
quality. 
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tlie least rc^'ulatcJ state pnivided 
substantially lower quality e\-en after 
adjiistinu tor teacher, ehissriKiin, and 
center characteristics that should have 
accounted tor their lower quality The 
hierarchical regression analysis showeel 
that chufch-attiliated centers in all 
states except (-alitornin had siiLiniticanrlv 
lower quality than other nonprotit centers 
in these re.^ression analyses. Finally, there 
was some e\'idence that the relations 
between quality and both statting ratios 
and wajijes were nonlinear, with stron<.;er 
associations at lower le\'els ot quality. Tliat 
is, bi^er increases in quality shoukl result 
troin inipro\'in.u ratios or wa<^es it the 
initial Liuality was poor to mediocre than 
it' it were hi.uh. 

Discriminant Analysis 

An analy>is was portormc\l to identity 
trom a selecte'd set ot teacher, classroom, 
center, tinancial, aiiel adniinistrari\'e 
\ ariables, a tunction which most nearly 





CA 


CO 


CT 


NC 


Mean Center Process Quality 


4.25 


3.86 


4.34 


3.57 


State Licensing Standards: 










Minimum Adult-to-Cfiild Ratio 










for Infants 


1:4 


1:5 


1:4 


1:6 


for 3 year olds 


1:12 


1:10 


1:10 


1:15 


for 4 year olds 


1:12 


I;I2 


1:10 


1:20 


for 5 year olds 


1:12 


I;I5 


1:10 




Minimum Teacher ECE Training 










Director 


12 credits ECE clnsses & 


24 credits ECE clnsses. 


1 yenr supervised exper & 


2 years ECE experience, 




3 cred . ndiiiin. Centei 


24 montlis experience 


CDA cert (or 12 credits 






permit if subsidized 




ECE or child development, 










1 nddcl yenr expertencoj 




Teacher (proup leader) 


12 credits ECE 


(2 credit hours ECE.& 


S.imo ns director 


no preservice requirements 




cl.isses 


9 months experience. 




(10 hours orientntion. 






or 3 yrs. experience 




20 clock hrs'yr mservices 










crninmg) 


Assistant (aide) 


none 


none 


High School 


none 








or equivnlent 




Monitoring of Centers 


1 unnnnounccd visic 


t unnnnoiincod visit/ 


1 unnnnounced visit/ 


1 innouncod visit/yenr. 




per yenr 


2 yenrs. unnnnounced 


2 yenrs. unnnnounced 


unnnnounced investigntion 






investig,ition of complaints 


investigntion of complnints 


of complaints 
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Table 4.4 

Center Process 

Quality and 

State Licensing 

Standards 

As of Sprinjj 
1 aa 1 



IVspire ilittorences in the two torms o( 
rejzression analyses, the results were 
lar<^el\- consistent. The simple coiTolatiop.^ 
between each predictor and quality 
indicated that most ot the selected 
structural \-artables showed nicKlest, but 
sii^niticant, correlation^ with ijuaiity tor 
tlie entire sainpile and within both sectors. 
Tlie strongest simple correlates usinfj the 
whole sample were teachin.u statt wa.ye 
(r=.^ teacher education (r=.^0), early 
childhood training (r=.^0), ;ind labor 
cost (r=.^2). The liierarchical regression 
accounted fur 4i^"" ot the \ ariance 
(R ^.4H). Atrer adjustiiiy tor the other 
tacror^ the analysis identitied the tollowin.u 
characteristics as mo>t predictiw ot child 
care Liuality (listed in order ot importance): 
statt-to-child ratio, awMMye teacbin,^ statt 
waue, teaching statt education and 
tiainiii^, and the administrator's years ot 
pre\ iou^ experience. 

Both the econometric aiul psychometric 
analyses ti>uiid that tor-protit centers in 



clnssifios ccnrcrs inro piH)r-, mediocre-, 
and do\ oKipnionrally iiiipropiiaro-iiLialiry 
ccnrcrs. Thar is, ir idciiritics rlic \-ariablcs 
tiir which rho means an'.^nvj; pnor-, 
aicdiiicro-, ani.1 muid-qiiahry ccnrcrs arc 
rhc inosr ilittcrcnr. Tliis analysis classitici.1 
64"i) ot rhc ccnrcrs inrd rhcir currccr 
qiiahry chissiticarinn, whicli was hcrrcr 
ihan wiHiii.1 iia\-c ncciirroil by chance. 
These \ arinhlcs, rnycrhcr, were especially 
mmd ar idenrifyiny pimr-qualiiy ccnrcrs 
wirh 79"ii nf rhc pnor-iiualiry ccnrcrs 
currectly classified. Tliey were nnx.lcrarcly 
SLicccsstiil ar iilenrityini,' medincrc (56"n) 
and .mmd (56"i)) ccnrcrs. The nmsr 
impdrranr variable was rhc reacher wa<,'e 
rare. C')rher inipurranr \-ariahlcs incKieled, 
in iirdor oi impurrance: lahur cusr ]ier 
child luna', reacher ediicarinn, specialized 
ECE reacher rrainin^, riirnnvcr, 
prcschiHil tees, hmirs oi uperarinn, adalr- 
child rariii, rural cn.sr per child lunir, and 
adminisrrarnr's cdiicariiin. Tlie impurrance 
(it wajies in rhis discriminanr analysis 
sLi^^esrs rhar ar leasr snme nf rhc nrher 
\-ariahles rhar attecr qaaliry are alsn 
ciirrelared wirh wajjics. Hence, iinpro\Mn,u 
wa^es mitihr he a srrare-^zy tor arrracrin.y 
sratt wirh, tur example, hcrrcr ediicarinn 
and rherchy impnn-inij; qnaliry. 

Summary 

These analyses indicare rhar child care 
qnaliry is nuwr sij^niticanrly relared to 
rhc srattini,' rarin in rhc cla.ssnxim, rhc 
ciliicarinn and rrainin^ o\ rhc reachinjj; 
statt, rhc wa.u'c rare oi ar leasr seme nt 
rhc rcachinij; sratt, and rhc prior EC^E 
experience oi rhc adminisrrarnr. These 
tindinj^s arc lar<,'ely consisrenr wirh 
pre\ ioLis work, attirminy rhc imporrance 
ot havin.u ^md sratt-child rarios in rhc 
classroom and hax'in^ qiialiticd and wcil- 
rraincil reachers ro ensure qiialiry care tor 
children (Hayes er al., 1990). Rcsiilrs also 
indicare rhar rhc ma<ininide of change in 
iinalirv relared ro a reasonahle change m 
any one variable is small. 

This srndy is anion},' rhc tirsr ro jirov ii^lc 
e\'idencc rhar rhc cenrcr adminisrraror 
has an impacr on rhe quality ot child care. 
VC'e consiilered tancrions ot rhe 
adminisrraror in oryanizint; rhe cenrcr in 



rerms ot children, children and reachers, 
and tamilies and rhc comnuiriiry. 
Specitically, we looked ar rhe reachers' 
c\-aluarion ot rhc adininisrraror's 
eltecri\ eness in work relarcil ro cenrcr 
oi'uanizarion, problem soK'infj; 
cominanicarion, tiscal marrers, ciirriciiKim 
de\'elopmcnr, work wirh tamilies, anel 
work in rhe comnniniry. In addirion ro 
rhc posiri\ e etiecr ot rhe EC;E experience 
ot rhe adminisrraror, we toiind some 
e\ idcnce ot rhe imjiorrancc ot 
adininisrrari\'e Icadcrshi]"! in planning 
rhe children's CLirricidiim. 
Thar ccnrcrs wirh hcrrcr sratt-ro-child 
rarios and hcrrcr rrained reachers pro\-ide 
hcrrcr child care is nor sarprisinj^. Rcrrer 
rrained reachers are berrer prcparcil ro 
respond ro children in a devclopmenrally 
appropriare manner. Teachers in classes 
wirh fewer children per adalr ha\-e 
many more opporniniries ro inreracr, 
especially posirivcly, wirh each chdd. 

The economerric and rhc hierarchical 
re.uression analyses lead ro sli^hrly 
ditterenr inrerprerarions aKnir how 
rcachinij sratt wa.ycsarc relared ro child 
care qaalirv'. The economerric rcsiilr rhar 
ir is rhe waj^'cs (it rhe leasr edacared sratt 
rhar aticcr iiaaliry saj^.ucsrs rhar higher 
qaaliry ccnrcrs pay hi.iihcr wa.ues ro 
ettecri\-e sratt wirh Imv edacarion levels 
rhan Jo lower qiialiry ccnrcrs, so diar the 
waye is a proxy tor sratt characrerisrics 
which we did nor measare in rhis srady. 
The hierarchical model resalrs also toand 
a sii^niticanr relarion berween qualiry and 
wayes, bar tor wa^cs ot all sratt, which 
sa^.yesrs that nonobser\ed characrerisrics 
may be imporranr lor srati'ar all ediicarion 
levels. 

Finally, ir should he nored rhar borh 
analyses explained aboar halt rhe variance 
in qualiry. AlrhoLi<j;h rhe tir ot rhese dara 
to the estimared models is quire 
saristacrory, ir is nc\-errheK ss rrae rhar 
our moilels ha\'e Ictr much unexplained. 
Ir is very likely rhar rhere are addirional 
variables rhar attecr qualiry and if sunie 
are relared ro rhc variables in rhe model, 
rhcv could atiect the relarionship berween 
iiualiry and rhe predictors we ha\'e 
idenrified. 
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quality 
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state 

regulation. 



QUALITY FINDING FOUR 

States' ivith more demanding licensing 
stavdurds have fewer poor-quality 
centers. Centers that comply with 
additumal staridarda beyond those 
required for licensing provide higher 
quality services. Hoivever, higher 
stundard-s may reduce availability of 
center care or increase cost. 

Tho impact ot licL-nsiniJ! srandnrds cm 
overall quality (it SL-rviccs was stiiLlicd 
in twd ways. First, the tour stales — 
where srandards vary considerably — 
were conipared. Second, centers which 
wore required to meet, or were \-oluntarily 
mectin.u;, standards more striny;ent than 
comx-ntional licensinij requirements were 
compared to all other centers. 

In line with i^vevious rese'arch this study 
tound considerable e\'idence linking 
quality to standards. "H-ible 4.4 shows that 
standards varied in scope and intensity 
acniss the tour states, with Connecticut 
havinj,' the most stringent requirements, 
C'alifornia the next most strinj^'ent, 
C'olorado slightly less strinj,'ent, and 
North Ciarolina the least stringent. For 
example, at the time ot the data collection. 
North Carolina allowed 1 adult to every 
6 intants, 1 5 tliree'year-olds,20 tour-year- 
olds, and 25 ti\'e-year-olds; C-oloraLlo 
allowed I adult tor every 5 intants, every 
10 three-year-olds, e\vr\- 12 tour-year-olds, 
and every 15 tive-year-olds; C^lalitornia 
allowed one adult tor every 4 intants, !2 
three- to tive-year-olds; Connecticut 
allowed 1 adult for every 4 infants, 10 
three- to ti\e-year-olds. With respect to 
minimum statt traininjj requirements. 
North C'arolina had no minimum 
requirements tor leachinfj statt, hut 
required 10 clock hours ot orientation 
tor new staff, and 20 clock hours ot 
inser\ ice training it a staff person did nor 
ha\'e a tour-year college decree. In 
comparison, the other states required at 
least 12 colle<^e credit hours in EC~E or 
a C-PA certificate tor directors, and at 
least 12 credit hours ot college course 
work in EC]E tor teachers (designated as 
teacher-directors in C'onnecticut). In 
accordance with these findings, the 



proportion of poor-, mediocre-, and 
developmentally appropriate-quality 
centers in each state varied with state 
rc's^ulation (see Table 4. 1 ). The least 
rejjulated state had a substantially larger 
proportion of the poor-quality cen'.ers 
(27% of North Carolina centers versus 
6% to 9% in the other three states). In 
contrast, the states with the hiiiihest 
requirements had markedly fewer poor- 
quality centers (6',''ii in C^ilitomia and 
7% in Connecticut) and more ij;ood- 
quality centers (18% in C'alit'ornia and 
24"ii in C^onnecticut, compared to 4"'!' 
in C'olorado and 10% in North Carolina). 

Table 4.2 indicates that both the adult- 
intant ratio and adult-i^reschool ratio 
were substantially hijjher in 
Connecticut (.3 3 ir 1 adult to 3 infants 
and .19 or 1 adu'< lO 5.3 preschoolers) 
than in the other states and lower in 
North Carolina (.22 or 1 adult to 4.55 
infants and .1 3 or 1 adult to 7.7 
presciioolers) than the other states. 
Similarly, the le\'el ot specialized traininu; 
and formal education of teachers was 
lower in the least regulated state than 
in the other three states. Staff tenure at 
the center was longer in California and 
Connecticut than in the other two states. 
This ranking ot the states according to 
licensinj,' standards was seen in almost all 
analyses ot measures ot child care process 
quality. Table 4.1. shows that child care 
quality was sij^nificantly higher on almost 
all measures of quality in the states with 
the hii,'her licensinjj standards and 
sijjniticantly poorer in the state with the 
most lax child care standaais. The overall 
quality index scaled to the ECERS was 
sij^niticantly hij^her in Connecticut 
(Mean=4.3) and C:alifornia (Mean=4.2) 
than in C-olorado (Mean=3.9) which was 
siijnifieantly hif^her than in North 
Carolina (Mean=3.6), With respect to 
the more specific process measures listed 
in Table 4.1, the two states wirh more 
stringent standards also scored 
si.L'n!ticantly hijjher on the ECERS and 
on the Caregiver Interaction Scale than 
the states with less strinj^enr rej^uilation, 
and all three states scorcLl hijiher than 
North Carolina on the total ITERS score. 
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Connecticut teachers were rated as nuire 
respoiisi\-e tn cliiklren than teachers in 
the iithor states on tlie Teacher 
h"i\ iil\'enient Scale. 

While there were no sii^niticant 
ditterences in center quality by sectur in 
the other states, in North C'aroiina, 
centers exhiiiitod marked dilterences in 
quality hetwcen the tor-protit and 
nonprofit sectors. On a\'eraf^e, tor-protit 
centers in North C^iarolina had 
significantly lower quality than nonprofit 
centers. This siii^yests that it stand:irds 
are strini,'ent, there is little ditterence 
in quality acro.ss sectors. It standards an> 
not stringent, then .sector ditterences in 
quality will emerge. Indeed, qirility ot 
nonprofit centers in North Carolina 
was similar to quality tor nonprotit 
centers in the other states, whereas 
quality scores tor tor-protit centers were 
substantially lower. These ditterences 
hy protit sector will he reported in 
more detail in Chapter Six. 

Stringency ot regulation may nftect the 
availability of intant and toddler care in 
a state, hi North Carolina, whicli allows 
lower adult-to-child ratios, more centers 
had infant/toddler cla.ssrooms. There 
'vere 76 intant/toddler rooms in North 
Carolina but only 27 in California. This 
might suggest that higher standards 
di.scoiirage centers from .supplying the.se 
.services. Howe\'er, tiiere ate other 
possible explanations such as state 
differences in the proportion of women 
with infants who work outside the home 
and in the use ot altemati\'e fomis ot child 
care. This .seems po.ssible since both 
Connecticut and Colorado had similar 
proportions of infant/toddler classrooms 
yet somewiiat dit+erent child care .standards. 

Stringency of standards also seems to 
affect the co.st ot providing care. Child 
care was least expensive in North 
C/aroiina, the state with the lowest 
standards. Expended ciiild care costs 

' M ; t' .»..s; ;■■ ; i' . y, '■ V •• > \ \:- 
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averaged $2.1 1 for the whole sample, but 
in North C'arolina they were significantly 
lower at $1.50. The differential persisted 
e\'en when co.sts were adjusted tor regional 
cost-ot-li\'ing differences". 

in addition to the effects ot state 
standards on quality, we found other 
e\'idence of the positi\'e effect of higher 
standards on center quality. The sample 
included 30 centers receiving public 
funds tied to more stiingent standards 
than state licensing standards. These 
included ten Head Start, seven public 
school preschools, five centers with at 
least 20% of enrollment represented by 
special needs children, and eight special 
programs in Connecticut". Table 4.5 
compares these and three other special 
categories of centers (discussed in 
Finding Fiv o) to the 318 remaining 
centei3 in the .sample. It also includes 
means toi tiie publicly supported centers 
in the sample that were not required to 
meet higher standards\ 

Compared to centers that were nor in 
one of the special categories identified 
in Table 4.5, these specially regulated 
centers with higher standards paid higher 
wages, and pnn'ided higher benefits. 
Teachers in these centers had more 
early care and education training, tended 
til be older, and had longer tenure in 
their centers. The expended cash costs 
for these publicly supported centers 
operating under increased .standards was 
higher ($2.93 per child hour) compared 
to co^ts ot centers not falling in the.se 
special categories ($1.94 per child 
hour), with labor costs accounting for a 
greater percentage of expended co.sts 
than in the.se other centers (78% versus 
70'!i)). Finally, the quality index and 
ECERS .scores of these centers were 
higher than in the "other" centers. In 
compari.son, other publicly supported 
pri\'ate centers not required to meet 
increased standards did not have higher 
costs and re\'enucs, and did not have 

.)■ 1. ■! It ..i!'.'-. M-pC'-IcI n. U"' If.-!h. I 'r.v.i' 5" 1 ; I. I*.. ' 
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higher class- 
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Three types 
of centers 
provide higher 
than average 
overall quality. 
The centers 
share a 
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eharacteristic 
of aceess 
to extra 
resouri. "s 
that they use 
to iynprove 
quality. 



comparahlc clas-srooni quality (see "Hihle 
4-5). Mif>hor classroom quality Nccms to 
hinyc on Ixnh incri.MM.\l or MippU-nicn- 
tal Ntandariis and higher costN. 
Standards, thcrctori.', i.'mori;i.' as a power- 
till corrolatc ot quality, but brini^ with it 
hiyhor Costs. 

X'okintar^- contormity to higher standards 
through professional center accreditation 
also increasei.1 the likelihuod of higher 
classroom quality. The 31 centers that 
were accredited (either at the time of oiir 
\asit or within the next year) by the 
National Association for the Education 
of Younsi Children (NAEYC:) had, 
significantly higher quality than centers 
not in the hi,yh quality ijroiips. Tible 4-5 
shows that, cinupared to centers not in 
the hiyh quality groups, the accredited 
centers had higher total cost and total 
re\-eniie per child boar, hi.yher teacher 
waues, and employed a higher percent 
of teachers with at least a colle^^'e de<iree. 
Staff 'tO'child ratios, and tenure were 
not significantly tlifferent between 
accredited and nona.ccredited centers. 



QUALITY FINDING FIVE 

Three types of eenters provide higher 
thayi average o^'erall quality. The 
centers share a financial eharacteristic 
of access to extra resources that they 
use to improve quality. 

In oar sample, the 2S publicly operated 
centers, the 16 worksite centers, ani.1 the 
■iO centers with public fiindini,' tied to 
higher standards (the same .yroiip cited in 
Finding Four) pro\'ided higher quality 
care than other centers. 

These sjroiips of cenrers were not 
riiemseK'cs homo.ueneous. Althoii.yh tbey 
each shared a common characteristic that 
defined the yroiip, there were subgroups 
within each. For example the pablicly 
operated centers included siilwroaps 
with diverse clienteles: the centers in 
state college and imiwrsities scr\'ed 
primarily their own students and staff; 



the other centers in public schools or 
opei'ated by municipal a.yencies serwd 
mainly "at risk" children — low income 
children or ehiklren for whom Enj^lish is 
a second lanijnai^e. iir i.le\'elopmentally 
i.lelayed children. 

Table 4.5 describes each of these three 
<.;roiips ot centers and compares them with 
the 318 centers in the remainder of the 
sample. Becaa.se some centers are included 
in more than one category, the t<ital 
number of centers in these 3 cate.yories 
was only 58 centers. 

As Table 4.5 shows, with few exceptions, 
compared to centers not in the bi^h 
i.]uality f^roiips, these centers bad higher 
expendei.1 costs and total re\'eniie per 
child hour, had more donated resources, 
and were less dependent on parent fees 
than other centers; they paid hi.yher wa.^es 
and tended to pro\-ii.le more staff benefits; 
they had higher staff-to-cbild ratios; and 
teachers in the centers had mure education 
and longer tennre at their centers. 

Oi special importance, publicly operated 
centers were as efficient in their resource 
use as other centers. The econometric 
cost function estimates (to be described 
in Findin.y SewMi) showed that publicly 
operated centers (and nonprofit centers 
in f^'eneral) use resources as efficiently as 
other centers. That is. for a particular 
le\'el of quality, waye rates, full-time 
equi\'alent (PTE) children, and size of 
facility, the \-ariable cost per child hour 
is the same as at other centers. Total 
\'ariable cost in these centers was hi.yher 
than in other centers, but the difference 
stemmed from additional resources, 
apparently dewited to increasin<^ quality. 

These results siiyqest that on ax'er.iye 
centers that haw more in-kind donations 
or fundini^ fi'om di\'erse sources are able 
to use those resources to increase quality. 
While parent fees are a major source of 
funds in many of these centers, they do 
not i.lepend solely on such fees to finance 
the pri.i\'ision of <iood-quality ser\'ice. ■ 
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Variable Name 


Means by Special Catgory 


Other' 
Centers' 

318 


N- 


Public Support OtherPublicly 
with High Reg Supported 

30 29 


Accredited 

3 1 


Publicly 
Operated 

28 


Worksite 

16 


Structural Quality: 
















Midinorning Staff*lo-Child Ratio 


Mean 


0.22 


0.20 


0.21 


0.26 


0.23 


0.18 




Sill 




(1 IS 


(1 i-t 


.') 1 


0 1 f , 


0, 1 -1 


% ofTcilchci'S with 3 BA.or More 


Mean 


29 

18 


26 

!i 


36 


36 

■.' 1 


37 

i 0 


77 

c. 


% of Teachers with CDA or more 


Mean 


90 


68 


89 


93 


92 


73 




S i D 


, 




1 s 






',\ 


Month Tenure (All SrafO 


Mean 


56 


45 


37 


48 


51 


38 




S"! D 


■IS 




) 'J 






30 


Month Tenure (Teachers) 


Mean 






44 


55 


57 


42 






S j 


1 i 


^ 2 


.11 


'J ~, 


32 


Age ofTeacher 


Mean 


38 


36 


32 


37 


34 


34 




SID 










H 


7 


Process Quality: 
















Center Quality Index 


Mean 


4.29 


3.70 


4.66 


4.74 


4.76 


3.88 




S'O 






■'] o-l 


0.1 .7 




0 83 


Ecers Total Score 


Mean 


476 


3.69 


4.98 


5.02 


5.26 


4.05 








0,90 


0 6" 


0<)9 


0 72 


0'17 


Finances: 
















Total Cost per Child Hour 


Mean 


$2.93 


$2.06 


$2.67 


$2.85 


$2.71 


$1.94 




J ■ Lj 


■: (■> } 


1 0-^ 


1 O 1 


■ Cc ; 

. O 1 
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ln*kind donations per Child Hour 


Mean 


$0.39 


$0.24 


$0.21 


$0.50 


$0.93 


$0.14 




J 1 LJ 


0 3° 








1 fi' 

1 .U,' 


0,23 


Total Revenue per Child Hour 


Mean 


$3.04 


$2.18 


$2.78 


$2.89 


$2.88 


$2.01 




c.Tri 


1 .li 




1 0^ 


1 R 1 




0"6 


% ofTotal Rev. from Parent Fees 


Mean 


20 


22 


79 


36 


66 


81 




STn 




i s 


20 


52 


4. J 




Monthly Preschool fee 


Mean 


$319 


$319 


$427 


$342 


$398 


$367 






^ 1 '1'^ 




$1-43 


SI -18 


Sloi 


'II 1 1 


Wages and Benefits: 
















Hourly Wage for Teachers 


Mean 


$8.63 


$6.84 


$7.70 


$10.84 


$10.09 


$6.79 




STL) 




2 68 


2 iO 


■1 y^i 


■1 S'l 


1,82 




N 


2 7 


23 


27 


25 


1-1 


251 


Hourly Wage for Assisrjnt Teachers 


Mean 


$6.10 


$5.29 


$5.76 


$7.37 


$6.98 


$5.49 




SIL) 




1 2^' 




2.5<3 


2 SS 


1 05 




N 


1 U (.A) 


"7 nn 
/.UU 


13.00 


9.00 


7,00 


i-!3 


Hourly Wage for Teacher.Dircctors 


Mean 


tin'?'; 


^>7. 1 O 


$9.46 


$15.42 


$14.39 


$8.S0 




SI D 


S 7 1 




C 1 1 






3 I'l 


% of Centers with Paid 
















Maternity Leave for Teachers 


% 


27% 


3% 


19% 


32% 


19% 


13% 


% of Centers with Fully Paid 
















Health 1 nsurance for Teachers 


% 


47% 


21% 


29% 


86% 


69% 


18% 


% of Centers with Child Care 
















Discount for Teachers 




40% 


59% 


68% 


Too/ 


J 1% 


80-^ 
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Table 4.5 

Quality and 
Financial 
Characteristics 
of Special 
Groups 
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Chapter 5 

Costs, Revenue, and Support 



This chnptcr summarizes intdrmntidn im 
the Hnnnci;ii uperatidii o\ centers hir the 
siimple as a whcile and hy .state. A 
descriptive analysis compared means hy 
state and hy three "scupe" N'ariahles: 
percent ot children siihsidireJ in n center, 
percent ot enrolled children who were 
infants or toddlers, vind whether or not 
the center ser\'ed schooUa^e children. 
The econometric analysis estimated cost 
functions (descrihed in more detail 
helow) for the sample as a whole and for 
siihsectors of the industry, providin.y 
insiijht about important interactions, for 
instance, the effect of the quality of 
services on costs. 

As a prelude to .summari:infj results, 
se\-eral terms must he defined- In this 
report, the term cost usually refers to the 
costs of providin,^ (or produein;.;) child 
care, not the cost incurrei.1 by parents or 
others ot purchasinj.; the care. To 
distin.miisli between these different ways 
ot lookiny at ccist, we try to use the term 
fees to refer to what the purchasers of 
child care pay. The term exl^ended costs 
refers to cash costs that are actually 
incurred to nin centers. We use the lerm 
dnuatkiivs to refer to the mxxls and s:r\ ices 
that are dcmated hy indi\ i'.luaK i.nJ 
agencies to .support child care. These 
donations — facilities, volunteer scr\'ice.s, 
or other kinds ot .yoods or services — must 
be included to re^xirt accurately all ot the 
costsof pro\-iiliiiy care. The temi joivj^nnL' 
uancs refers to the difference between 
the wa;4e a staff person could earn in 



another occupation (based on the jvrson's 
education, sex, at;e, race, and marital 
status) and the person's waf.;e as a child 
care worker. " The term full cost refers to 
the amount it would take to operate 
centers it all costs were included. The full 
cost ot care equals expended costs plus 
donations plus torejjone \va<^es. Finally, 
the term total rnvmii.' reter.s to the total 
amount of income recei\'ed by a center, 
includinji fees paid by parents, publicly 
reimbiir-sed tees, USDA focxl grants, other 
public funds, sponsor and other pri\'ate 
contributions, and othet revenue. 

Tables 5.1 and 5.2 provide summary data 
on costs and re\'enues. Table 5.1 presents, 
in the fonn of a bud<,'et, the monthly mean 
expended costs and re\'eniies tor the 
sample as a whole. Table 5.2 summari:e.s 
information on costs, subsidies, and child 
care afford ability by state and profit 
sector.'" We summarize some of these 
results here in an introduction to our 
discussion of major findings. 

Fi.yure 5.i show.s that expended costs were 
sijiniticantly higher than a\'era)j- in 
C^onnecticiit at $2.88 per child hour 
and si.uniticantlv lower in North 



Figure 5. 1 

Expended 
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Child Care 
Hour by State 
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Table 5.1 

A Budget for 
A Typical 
Child Care 
Center: 
Means Per 
Child Per 
Month 



C-;inilin;i :U $1.50. ( ;;ilih)rni;i and 
C'oKiriklo were Kith clo^e to the awra.ue 
at $2.04 aiul $2.02, respectiwly. It'co^ts 
are adjusted tor the eost ot li\'iny in 
ea'-h state (the eost ot living in North 
(.J;iri)lina and C'olorado \ irriially inarch 
the national awraj^e), then 
C'onnecticiit eosts drop to $2. 1 ? per 
child hour and Calitornia to $1.62 at 
Colorado and North C'arolina prices 
(which represent the national avera.ue)." 

C 'onnecticiit was the highest lahor cost 
state at $2.23 per child hour and North 
Carolina the lowest at $1.02. C^alitornia 
a.t $1.42 and C'olorado at $1.M were in 
the midi-lle. Again, adjusting tor cosr ot 
living, the ditterence hetwoen states 
sl irinks. (^Connecticut labor eosis would 
he $1.65 per child hour and Calitornia 
lahor cost.s would be $ 1.14 per child hour 
0\'erall, labor costs were $.50 per child 
hour higher in nonprotit centers as 
compared to tor-protit centers. 

The de.scriptive analysis showed that 
centers that serve subsidi:ei.l children 
hai.1 higher costs — services tor subsidized 
children were $.74 per child hour more 
expensive, on average. Similarly, 
intant/toildler programs cost signiticantly 
more — $1.07 more per . .-lild-hour than 
other children's programs. 



Item 


All Centers 
Dollars Percent of 
total 


Expended (Casn) Cost: 

Labor 

Occupancy 

Food 

Other Operating 
Overhead 

Total Expended Cost 


$289 70% 
62 16 
19 5 
35 9 
4 1 

$409 1 00% 


Revenue: 

Parent Fees 
Public Fees 
USDA CAFCP (Food) 
Other Public Funds 
Other Private Funds 

Total Revenue 


$301 72% 
65 15 
8 2 
27 6 
25 5 

$426 100% 


Surplus or Profit 


$17 4% 





COSTS FINDING SIX 

Center child care — even mediocre 
quality care — is costly to provide. Even 
so, donations and foregone earning.v 
are large, accounting for more than 
one-fourth of the full cost of care. 

On a\ erage, the expended costs were 
$2. 1 1 per child hour to pro\ ide mediocre 
care, $95 per week or $409 per month 
tor 45 hours ot care a week (the a\'erage 
number of hours at the center tor children 
in tuU-time care). In this labor-intensix'c 
industry, labor costs accounted tor 70% 
ot total expended costs. Facilities costs 
represented 15%, and all other ca.sh 
expenses made up only [^% ot the total. 
That expended costs are as low as they 
are, is due to the use of primarily temale 
employees (97% were women in this 
sample) who earn e\'cn less in child 
care than women in other occupations. 

A comparison ot the expended costs of 
child care with a typical family's income 
indicates the high costs ot producing even 
mediocre-quality care. The average 
annual expended cost to provide .ser\'ices 
for one child was $4,940 per year. This 
represents 8% ot the median U,S. dual- 
earner tamily betore-tax income ot 
$60,000 in 1993 when both were 
employed full time, and 23% of the 1993 
median before-tax income of $21,000 
tor families headed by a single parent 
employed full time (Statistical Ahstraci of 
the US. 1994. pp. 429 and 474). If the 
centers had to pay market prices tor the 
same resources, the annual full cost per 
child would he $6,622, 1 3% of dual- 
earner tamily income or 3 3'.''(> ot single 
parent income. 

It has long been acknowledged that child 
care is a subsidired industry, yet the 
actual costs, dimensions, and implications 
of these sul>;idies ha\'e not k-en exan;ined. 
This study reveals that (1) mure than 
one-quarter of the tull cost of child care 
is covcretl by foregone wages and 
donations (see Table 5.2); (2) donations 
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and toa\muic waycs \'ary hy state and 
sector; and (3) Llonations and torc.mmc 
waiics attect cust and Liiiality nt center 
ser\'ices. 

The mean full costs ot iinKkiciiif^ ceiitet 
child care services in mir sample was $127 
per week or $2.8^ per child hour, this is 
$ ^2 per week or $.72 per child lunu' more 
than eNpcnded costs. Fi,L;Lire 5.2 shows 
the hreakdown ot full cost. Most ot this 
additional $.72 per hiuir ot costs re|iresents 
( 1 ) contrihiitions ot' workers in toreyoiie 
earnin<^s aiiJ henetits, representint^ \^)% 
ot tull costs ($.54 per child h..Hir); (2) 
occupancy donatiiMis, which a\-era.t;ed 
5"i> ot tull costs ($.14 per child hoar); 
aiiel (^) \'olunteer ser\'ices and donateel 
uoods, which re|"'resentcvl 2"i> ot'tiill 
costs ($.06 jvr child hoiir). 

Tahle 5.^ compares mean Iknirly wa.^es ot 
child care center statt with wa.ues earned 
hy other niemher.s ot the iahor torce with 
the same le\'el ot eLkication, and the same 
age, gender, and marital stiitiis. It shows 
that cenrer teachers earned, on a\'eraj^e, 
57.22 per hour conij^ared to their 
coLmterpart.s' market was;e ot $9.97 per 
hour, which represents an aiiniial torej^one 
income ot $5,2 ^iS. The table indicates 
that 9V"o Lit teachers and assi.stant teachers 
are imdeipaiLl Tliis. iii e.s.sencc, is a siihsidy 
troni center statt, hecaii.se children are 
receiving care troni people who emhody 
le\'els ot traiiiiu<^ and education iniich 
higher than thai retlecied in their w;iL^es.' 

It ajipears that tore.uone earnings are 
higher in C^iKirado and lower in 
C'.onnecticLit than in other states e\'en 
atter takiii,!^ regional ditt'-rences in cost 
ot li\'in<^ into consideration. When 
tore<^one wa<ies are aeljiisted tor cost ot 
li\'in,u ditterences, or calcalated as a 
peicen'" ot prevailing waives in the state, 
they may also he lower in C^alitoriiia. At 
least in C-onnecricnt where qLiality is 
relati\-ely hiyh, child care statt are gi\ iny 
up less real income aiiel are heinjj paid 
closer to market value. The hii,'h waye 



subsidy in C-olorado may help ;iccoiint 
tor lower relative quality in that state, 
Llesjiite 

the relati\'ely his^li statt cdncatioii and 
state standards. Hifiher-qnality |iroKrains 
in OLir study alsLi paiel wcrkers more than 
lower-LiLiality |iro,tiraiu,s, oat still j^aid 
helow the market wa^es tor the people 
they hired. Even in hiyher-qLiality 
programs teachers are pro\'iding some 
wA'^c SLihsidy to tlie tall cost ot care. 
Fore<,'oi"ie eaniinys were also tzreater in 
centers with a lar<^er percent ot ininnts 
and toddlers e-n rolled. 

Occupancy costs represent the second 
greatest area o( hiLklen costs or in-kind 
donation. IncKiLlins; rent snKsidies, 
ojXM'atin<,' expense snhsidies, discounts 
and OLitrifJit ^itts ot space — in-kind 
occupancy cost donations a\'era^ed ahinit 
$d4 per child hour or 7^'i> ot the expended 
costs ot care. 

VoKinteers account tor a thirel area ot 
hidden co.sts or in-kind donation. Thou<,'h 
sLihstaiitially less than subsidization 
provided hy employees, xaihiriteer time 
accoiaited tor $.04 per child hour or 2% 
ot expended costs, and wilunteers 
performed ser\aces that centers could nor 
otherwise attord. Interestingly, only 59"() 
ot ceiiters usclI \'olunteers — 52"i) ot 
nonprotit centers and 26"i) ot tor-pnitit 
centers. For those centers that did, the 
mean \'aliie ot rhe ser\'ices was estiniatcxl 
at $M0 per month, and the most common 
\-olunteer ser\-ice was as a teachin<^ 
assistant. 



Center child 
care... is 
costly to 
provide. 
Even so, 
donations 
and foregone 
earnings... 
account for 
more than 
one-fourth of 
the full cost 
of care. 



Figure 5.2 

Full Cost of 
Child Care 
per Child 
Hour 
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Table 5.2 

Full Cost, 
Subsidies, 
Revenues and 
Parents' Cost 
Of Center 
Care Per 
Child Hour 
By State and 
Sector 



DonareJ gimds, such ;is food, supplies, 
;ind insiirnnce, iiccminted fcir the fmirth 
;ire;i oi hidden cnsts, ammintinf,' to nhmit 
$.02 or 1% (if expended costs. ThcuiRh 
diin;itions and staff toreKone enmini^s are 
hidden trnm public \'ievv, gnverninents 
and families rely on child care pruviders 
to obtain such subsidies and to f^ive up 
their own waj^es and benefits to pro\'ide 
care and education to America's children. 
It there were no liabilities from these 
donations and foregone eaminKS, it 
coLild be contended that their effect is 
to spread the costs of child care amon^ 
parties and keep it to a level that piarents 
can afford. Howe\'er, in their current form 
these hidden costs may have a negative 
effect on quality. Child care workers' 
low watjes and benefits do lower the 
Cost of care, hut they also help account 
for hifjh staff turnover (in this study 
39% among teachers and 51% amony 
assistant teachers), and staff instability 
damages the quality of child care. 
Second, occupancy donations dri\'e 
e.xpcudirures of real dollars. Where there 
are occupancy donations, as in nonprofit 



centers, the dollars that would have 
been spent on occupancy can bo allocated 
elsewhere. With limited occupancy 
donations, as in for-jirofit centers, dollars 
that could be de\'oted to other areas — 
like wages — need to be expended on 
occupancy. This can have a direct effect 
on quality. In C'onnecticut, the state 
with the highest quality child care, the 
facilities donations to for-profit centers 
($.20) were similar in magnitude to 
facilities donations to nonprofit centers 
in the other states ($.14 to $.21 per 
child hour). Connecticut nonprofit 
centers received occupancy subsidies 
($.38 per child hour), twice as high as 
in other states. 



COSTS FINDING SEVEN 

Qood-quality services cost more, but 
not a lot more. 

Our results indicate that there is a positive 
but moderate relation between cost and 
quality of center child care. Estimated 









Means for State and Sector 












CA 

NP 


P 


CO 

NP 


P 


CT 

NP 


P 


NP 


NC 

P 


Total 
Sample 


Percent of 
Full Cost 


Cost per Child Hour: 






















Full Cost of Care 


$2.86 


$2.63 


$2.85 


$2.75 


$4.07 


$3.45 


$2.38 


$1.67 


$2.83 


100% 


Less Staff Foregone 
Earnings 


0.55 


0.51 


0.70 


0.74 


0.44 


0.61 


0.45 


0.36 


0.54 


19 


Equals Cost with In-kind 
Donations 


2.32 


2.1 1 


2.24 


2.07 


3.66 


2.85 


1.93 


1.31 


2.31 


82 


Less In-kind Donations 


0.30 


0.05 


0.23 


0.04 


0.48 


0,26 


0.23 


0.02 


0.20 


7 


Equals Expended 
Center Costs 


2.02 


2.07 


2.01 


2.03 


3.18 


2.59 


1.71 


1.30 


2.1 1 


75 


Revenues per Child Hour: 






















Total Revenue 


$2.09 


$2.20 


$2.08 


$2.07 


$3.24 


$2.67 


$1.74 


$1.43 


$2.19 


77 


Less Cash Contributions 


0.84 


0.07 


0.92 


0.33 


1.46 


0.32 


0.91 


0.28 


0.64 


23 


Equals Parent Fee 
Paynaents 


1.25 


2.13 


1.16 


1.74 


1.78 


2.35 


0.83 


1.15 


1.55 


55 


Less Income Tax Credit 


0.17 


0.24 


0.15 


0.20 


0.17 


0.27 


0.13 


0.16 


O.IV 


7 


Equals Net Parent Cost 


$1.08 


$1.89 


$1.00 


$1.54 


$1.60 


$2.07 


$0.70 


$0.99 


$1.36 


48 
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dittercnccs in costs hctwcL-n poor-, 
mcdiocrO', and hiKh-qiialir>' cc!irei>- tended 
to Ix! small when the relation hetwfcn costs 
and quality wore examined in two ways. 

First, the total expended cost (excludinf^ 
donations) ro pnu'iJe one child hour at 
poor-quality centers, at mediocre-quality 
centers, and at de\'elopmentally 
appropriate centers were compared tor 



the entire sample in an analysis of variance 
including state, quality, and state quality 
interactions as the predictors. The mean 
difference between mediocre-quality 
(nvera^inK 4.0) and developmentally 
appropriate centers (averafiin^ 5.5) was 
$.25 per child hour for the entire .sample 
or $.37 per child hour in California, $.15 

t li... . ,fi pV'' ,;o;-tf '<'f*!"" ■.■.I'M- ,m;-1II ukMIi.'M ■'(.!(■ 

s.il. i>'i'l ti) ili-.ti-nif iris (.liiv.i h, ., inj'Jo .inoni.ilcHi.. ^f>nu;i 



Table 5.3 

Staff Wage 
Rates, Market 
Wage for 
Alternative 
Employment, 
and Percent 
Earning Below 
Their Market 
Wage: 1993 
Current Dollars 





N 


CA 

99 




CO 

97 


CT 

97 


NC 

99 


TOTAL 

392 


Teachers: 

Hourly wage 


Mean 

SD 


$8.59 




$6.06 

1.28 


$8.62 

2-16 


$5.61 

1 23 


$7.22 

2,?9 


Hourly market wage 

for alternative employment 


Mean 


1 1.25 

7 1 




9.89 

' J.' 


10.76 

' in 


7.99 

I 1 A 


9.97 

J 19 


Foregone wage per hour 


Mean 

SD 


2.67 

2A'=> 




3.83 

1 3') 


2.14 

2 3-t 


2.39 

0.88 


2.75 

1,99 


Percent earning below 
market wage 


Mean 


88% 




98% 


87% 


96% 


93% 


Assistant Teachers: 

Hourly wage 


N 

Mean 

SD 


76 
6.12 

1 3? 




v2 
4.99 


89 

6.59 

1 SO 


68 
5.03 

0 79 


325 

5.70 

1 38 


Hourly market wage for 
alternative employment 


Mean 

SD 


8.95 

1 7 1 




7.76 


8.40 


7.14 


8.08 


Foregone wage per hour 


Mean 

SD 


2.83 

1.76 




2.77 

1.77 


1.80 

1.62 


2.1 1 

1.2? 


2.38 

1.68 


Percent earning below 
market wage 


Mean 


91% 




97% 


86% 


95% 


93% 


All Teaching Staff: 

Hourly wage 


N 

Mean 

SD 


100 
8.07 




100 

5.95 

1 70 


100 
8.05 

2;s 


100 

5.50 

1.08 


400 

6.89 

2.08 


Hourly market wage 

for alternative employment 


Mean 

SD 


10.77 




9.29 

1 39 


10.01 

1 -w 


7.83 

1 00 


9.47 

1 76 


Foregone wage per hour 


Mean 

SD 


2.71 

1 fiy 




3.33 

1 j5 


1.97 

1.78 


2.33 

09 ; 


2.S8 

1 S9 


Percent earning below 
markpf wapp 


Mean 


89% 




97% 


85% 


96% 


92% 


Administration Directors: 

Hourly wage 


N 

Mean 

SD 


56 

13.96 

■1 1 '.1 




57 
9.12 

3 32 


46 

13.73 

S 71 


65 
9.29 

3 90 


224 
1 1.33 

■183 


Hourly market wage 

for alternative employment 


Mean 

SD 


15.37 

•! 06 




12.45 

7. 19 


14.40 

7 78 


1 1.03 

2.S3 


13.16 

3-12 


Foregone wage per hour 


Mean 

SD 


1.47 

SO', 




3.29 

3 18 


1.00 

S.i':' 


1.73 

3 86 


1.92 

-1.-13 


Percent earning below 
market wage 


Mean 


66% 




85% 


56% 


62% 


68% 




' 1 . .11- 1 


.....i ,.. . , - I.. 


..r 
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in C'liloradii, $.30 in Oinnccticut, and 
$. 16 in Hirtli C-arolina." The dilica-nct-N 
in expended mst per eliild lnuir between 
po;;r-quality centers {a\'erai^in{^ 2.6) and 
inediiicre-quality centers were even 
smaller — k\ss than halt as nuich as 
between inodincre and ^hkI quality. 

Second, we estimated t!ie ousts assnciateLl 
with increasinj^ quality based on the cost 
lunctiiin analysis. In this ecunometric 
analysis, the cust function relatei.1 center 
variable costs to \\iif;es o\ staff otdif+'crent 
skill le\x'ls, hours of child care provide!.! 
ro three different a^e-^roups of children, 
child care quality, the physical size of the 
center, and \-olunteer Imurs. The total 
variable cost incliieles expended costs 
(except tor facilities cost) plus donations 
and the im]iuted salary- of owner-operators. 
Extrapolating from this model, we 
estimated the cost a.ssociated with raising 
center quality from the mean score of 
4.0 to 5.0, the lowest score in the 
de\ elopnientally approprisite ranye, a 25'!o 
increase in quality. This model su,s.;.E;esrs 
that increasing; quality by 25"o fnim a 
mean of 4.0 to a mean of 5.0 would 
increase total \'ariable costs about 



The Total Variable Cost Function 

The mo|0'' technique fof studying the I'elations between cost .ind qu.ility 
o' child cu e. ,ind for examining other ch.vMClenstics of the cost of providing 
sei vices. <vas the estimation of total variable tost functions. Vanub/e cosfs are 
tho cost', that ch.injje Ailh the volume of services providei in the short-run 
vvhen me amount of physical sp.ice ivail able is fixed. Thus, t ^'^l variable cost 
c^'ckides lent or moi tjjage paynients v/hich are fixed costs i."i the dav-lo-day 
opcrajiot.s of tl>(' renters. In t'vs studv. tcit.i! vaiMbic cost mcbdes the . i!i.io 
i ll lioi' it'O' ■'■ .\ivLii rep'C'icn'. 'esoLirceo used to provide ser..ces as .\eii as 
an imputed -.Mlue of the services of owner-operators vvho do not take a salary 

T'",' . VI it;io cc'.-i 'i;prtion sho.ivs the rel.it'on bet.veen the level of vanable 
coit ancj the vaiMble'i identified in economic theory which affect shc>rl-run 
cost; the niark.et pnres of the v-inable inputs and the amount of services 
piovided. In relation to child car e centers. if wages drop, cost per child hour 
Aili d' op: however, the center might increase the hours it is open, thereby 
■ncieas n,; iiuniber of lioui s of service provided. This also might change 
v.iiiable cost per chJd hour The v.inabie cost function gives the rel.ition 
l)ei.\cen changes in v.inaljle cost per child hour ,ind the other variables m 
■ ho nqyi!io".Thc n;odel estirn.ited m this study '■.ummanzes the rciatioiv.li.p 
[)f.'v..<>cn i'.-.t ii „,, i,ibio costs pC' clmd hou' .md the lo'lo.MOg expi.in.itory 
. iri.iljins- the wage rates for staff with high school education or less, /.ith 
.,^.v>o coliege. and v."th at least i coilege degree: the hour^ of infant care 
(iio.'ded. the hour' of prcschocil e.iic provided, and the hours of care 
P'Ovided to sch-oo! .igc chiidrorv the m^ide squire footage of 'he eerier the 
C|u iiit> ridox. ,ind .1 set of vanables related tc location. <;ectoi: pi'Ogi urn scope, 
.inci Dul'I'C (unding A-; noted ;n Chaplor One. the functiQi^ i'- esiipiated as .1 
ti.iiKio,; loi m .vhirt-- .il'o.v-; grn.l* flei'ibi-itv ir. ihe (orm of the rci itionship 
uol.'.CL-ii . inaijic crjst per rliiid hour and its dctei mmants 



Qood-quality 
services cost 
more, but not 
a lot more. 



$18,04i> per year for an awrage center, 
or ,$. 1 3 per hour per child. This cstimtite 
assumes that the space in centers, the 
wa<ies rates paid to staff with a .ui\-en 
educat' in, and the hours of care pro\'ided 
by centers remain constant. Tins same 
analysis also indietited th;it it costs more 
to increase quality when quality is alvotidy 
relatively hij^h. 

There is some possibility o( an inieraction 
between staff wa^es and center quality in 
the cost function. That is, if it is necessary' 
to raise wai;es in order to increase quality, 
then the cost of increiisiiiH quality may 
be hij^her than our estimate. We specified 
the model by usinj^ \va{,'es based on three 
le\'els of education to minimize this 
problem. The center can increase its 
quality by hirin<j; more staff ;ind/or 
chanf^in;4 its staff composition in favor of 
highly educated workers. Either action 
would increase center quality and increase 
center costs, the wa}j;e rates being constant. 
This is because a siibstiturinn of more 
fdiiciited workers for less educated ones 
and hiring more workers wmild increase 
the wage bill, even if the wage rates 
remain intact. 

Cji\-en this framework, there are still three 
po.ssible reasons why wtiges and cjuality 
cotild irreracr in the cost function: ( 1 ) in 
a tight labor market, it may be necesstiry 
to raise wages to hire sraff with tiny gi\'en 
education le\-el; (2) a wage increase perse 
may increase the i]u;ility ol workers, ;ind 
therefore, center c]uality; (3) changes in 
wages may tiffect cjuality anvi cost simul- 
taneously. To test tor these possibilities we 
carried out a series ot tinalyses. Those 
tests indicated little relationship between 
c|uality and wage rates for staff of a gi\-en 
education level." Thus, we are contident 
that the wetik but positiw eost-i]uality 
relation represents an aceumte \ iew. 

This finding that costs of providing 
ser\-ices in de\'elopmentally appropriate 
centers is only about lO'Ki higher than 
the cost of prcn'iding mediocre ctire seems 
to contradict results reported in Finding 
Three. Tlte pnxlucrion function estimates 
indicate ftiirly small effects on process 
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quality i.it increasing the statt-child latin, 
start education, administratur experience. 
This means it wmild take a fairly large 
(and prohahly unrealistic) change in any 
line of these variahle.s, or even in all ot 
theni taken togetlier, tn increase qn.illty 
troin inedincre to good. Such changes 
would he expensive. Thus, the cost ot 
increasing structural quality up to 
de\ eliipnientally appropriate lewis would 
he suhstantial through these procedures, 
e\en assuming that more statt niemhers 
can be hired at current wage levels tor 
their le\el ot education and experience. 
This suggests that the qualities or 
characteristics which enahle centers to 
provide good-quality care relatively 
inexpensively are ni.it included in our 
quality production function. These may 
he factors which are not reflected in cost 
such as personality traits of staff, 
commitment ot the statt to pro\'iding 
good-quality serv ices, and efifectis e 
teamwcirk which is necessary in a 
smoothly functioning center. 

Two other findings based on the cost 
function analysis are noteworthy. First, we 
found that centers are quite responsi\'e 
to changes in wage rates of different 
classes of statt. They reduce the amount 
of hours of labor employed it the wage 
rate ot that type ot labor increases and 
substitute between different categories 
of staff to produce the same amount ot 
services of the same quality. They switch 
from line type ot labor to another. In 
particular, there seems to be considerable 
substitutiiai back ami forth between 
teachers and assistants, depending on 
wage rates, Thi^ is one indication that 
centers take action to keep co.sts down. 

Second, we found no evidence ot what 
we call economies ot scope. That is, we 
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were interested in studying differences in 
\'ariahle cost per child hour based on the 
coniprehensi\ ene,ss ot the program 
offered — the number ot different age- 
groups ot children senvi.1. We hypothesized 
that it may be more cost-effectiv e to ser\ e 
the broad range of children from infants 
thiougli school-aged children. In tact, in 
our econometric regression analysis we 
found no evidence that centers that 
pro\'ide services to all age-groups ha\'e 
lower variable costs per child hour than 
programs that specialize in serving only 
one or two age-groups. 



COST FINDING EIGHT 

Center enrollment affects costs. 

Both the size of a center (in terms of its 
total enrollment) and the intensity of 
use ot existing facilities affect cost per 
child hour. The niunber of child hours 
pro\-ided by a center affects the cost per 
child hour in two ways. First, there are 
the short-run demasin^ aivrcif^e costs. 
That is, a\-erage variable cost per child 
hour decreases with an increase in total 
child hours pro\'ided by the center. 
This is called the short-run because the 
size ot the center (its legal capacity) is 
fixed; there is not enough time to 
increase the physical space. Second, 
there are long-run c'coiiom/cs of scaL'. 
That is, a\'erage total costs per child hour 
are lower tor centers with larger total 
enrollments. This means that, compared 
to smaller centers, larger centers designed 
to serve more children provide similar 
quality care at a lower cost per child hour. 

The interaction between center size and 
costs and quality could be of particular 
interest to policy makers and economists. 
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...a typical 
center could 
reduce its 
variable costs 
per child 
hour using 
the same 
physical 
space and 
providing 
the same 
quality by 
expanding 
the child 
hours of 
service 
provided. 



To minimize cost while achieving 
ile\'eK>pment;illy npproprinte quiility in 
child care, centers must iipprnach efficient 
si:e le\'els. It care is pnn'ided in centi^rs 
tliat are lap^er nr smaller than optimal si:e • 
from ;i cost standpoint, tlien the chikl care 
system will he more expensive than it need 
he. Of course^ in any ^tven situation, 
centers may not he ahle to operate at 
their cost minimizing size hecause they 
may not he ahle to attract enou.yh children 
to operate at an oprimum size, ^i^'cMi 
their niche in the marker. 

Short-run decreasing cosrs exist it a ,i;i\ en 
increase in the hours of service |iro\'ided 
hy the center generates a proportionately 
smaller increase in costs in the short run 
(where the center cannot change its 
physical space). Hence, decreasing costs 
means rhat \'ariahle cost per child hour 
decreases as total center child hours 
provided increase. C^enter short-run total 
\'ariahle cost function estimations 
showed that short-run decreasing costs 
existed. That is, the results showed that 
using rhe .sarne facility' space and pro\'iding 
the same le\'el ot quality^ it on a\'erage a 
center increased its total child hours of 
service hy 10 percent, irs total variahle 
costs went up only hy 6 to 7.5 percent 
and average \'ariaMe cosrs went down hy 
Hence, a typical center could reduce 
its \'ariahle costs per child hour using the 
same physical space and providing the 
same quality hy expanding the child hours 
ot service prov ided. 

In the long nin, where centers can increase 
or decrease their amount ot space, costs 
may react ditterently to expansions in 
hours of service. Scale economies imply 
that the total cost ot all inputs increases 
less than proportionately to increases in 
numher ot hours of services provided. 
E.stimation ot precise long-run scale 
economies requires a mixlel where [physical 
s|\ice can he altered. This invoK'es 
including the price ot the physical space 
in the cost function, instead ot the square 
footage. Nonavailahility of the market 
price ot physical space tor each center 
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(especially for nonprofits using donated 
space) prevented us from ohtaining direct 
estimates ot the long-run scale economies. 
Neverthe^less, using the estimated short- 
run cost function, we can make interences 
ahout tlie magnitude ot the !ong-ain scale 
economies. The procediire is similar to 
the one that is u,sed to calculate the short- 
run returns, hut takes into accoimt the 
relationship hetween total variahle costs 
and the physical space. The estimated 
parameters of the cost tuncrion indicated 
that there were economies of scale even 
in the long run, where centers could 
adjust the use of all inputs, although 
these economies were smaller than in 
the short run. 

To test approximately for whether 
average total expended costs (including 
fixed facility costs) decrease as center 
size increases, we examined mean total 
costs in small, medium, and large centers. 
The descriptive analysis of differences 
hetween means shiiwed that rotal 
expended costs declined suhstantially 
as center size increased. Small centers 
(less than 40 FTE children) averaged 
.$2.62 per child hour Medium-sized 
centers (40-80 FTE children) averaged 
$2.05 per child hour Large centers 
(more th;in 80 FTE children) a\'eraged 
$1.86 per child hour The reduction in 
cost was most pronounced in C'alifornia 
and least in North Carolina, with 
C-olorado and Connecticut falling in 
the middle. C^n average, centers with 
40 or more FTE children were 10'^> less 
expensi"/e in total cost per child hour, 
without significant loss ot quality and 
centers with more than 80 FTE were 
20"'ii less expensive. Analysis of 
variance, holding state and state hy size 
interactions constant, indicated that 
there was a significant difference in 
total expended cost hy FTE 
enrollmenr." In this piirticular sam|"ile, 
the difference in total expended cost 
per child hour hetween mediiun and 
large centers was greater and more 
significant than hetween small and 
medium size centers. 



.1 I , 



.m. ii.n,.-,i I,' t. 1,1. c.!*-!..!.-! . , . .1 p. 
■ 11. I i\ Oi'l;.,., ,h.il I r>-.,i. 1. „ i,.,-,. 



50 



ERIC 



Qiialirv did not differ sifjnificantly hervvem 
these three si:cs oi centers." Bec;uise 
si:e iif center is not sif^niticantly related 
to qiiahty, mir results sLi{^;;est that many 
centers are operatin;^ at less than ojitiinal 
si:e. An implication ot this result is that 
something otiier than cost and quality 
(as defined in our study) is keepinji; 
centers trom {^rowln;^ to a more efficient 
sire. Possihle explanations include lack 
ot demand in a specific market, or owner 
preferences, or parent perceptions or 
preferences aKiiit quality that do not 
correspimd to the quality measures we 
used. For instance, parents may prefer 
smaller centers. 



COST FINDING NINE 

Cash payments from gmernment and 
philanthropies represent 28% of cen- 
ter revenue and demonstrate a social 
commitment to share the expenses of 
child care. 

For many parents, child care expenses 
take a lari,'e bite out of their income, 
yet parents alone are not payinji for 
care. On average^ parents are actually 
payinf,' ahout half of the full cost of 
child care, with shortfalls hein{^ made 
up hy a patchwork of in-kinJ subsidies 
such as donared facility space or materials, 
free lahiir from volunteers, and, 
particularly, low staff wa.yes (<ir staff 
willingness ro work for less than their 
apjiarent m-arket \ aliie) as well as cash 
contributions, i,'o\'ernment fundin.tj;, 
and tax credits. 

The existence of these various subsidies 
which reduce the fees paid by parents 
pro\'ide evidence that we already consider 
basic child care services a merit {^ood, a 
ser\'ice chiklren need regardless of their 
family's abiliry to pay. More likely, we 
help subsidize care because of it s 
collecri\'e i,'iiod aspect — because of the 
external social benefits from inten'ention 
programs for ar-risk chiklren or from 
inducing AFIX' mothers to find work in 
the paii.1 labor force. Wherher the 



motivation is altruistic or utilitarian, we 
are willing to help pay for the services. 
Cash philanthropy contributions, public 
fundin;^, child care tax credits, donations 
oi in-kind ser\'ices, and foref^one waj^es 
all help reduce what parents pay for 
child care. 

Table 5.2 {^ives a comparison i- . -le full 
cost of care and the net cost to parents, as 
estimated in this study. The table shows 
the effect on production costs of each 
major kind of subsidy: staff foregone 
earnings; in-kind donations; cash 
contributions from philanthropies, 
giu'ernment, and others; and the child 
care income tax credit. 

For the whtile sampk\ including families 
whose child care is .subsidized, parent 
payments to centers accounted tor 71% 
of center revenue and 55"\) of the full 
cost of care. This represented, on average, 
$1.55 per child hour or $70 per week (for 
a 45-hour week, the average time a full- 
time child spent ai centers in this sample). 
As Table 5.2 shows, the full costs of these 
ser\'ices averaged $2.83 per child hour and 
the expended cost averaged $2.1 1 per 
child hour. About 25% of the full cost of 
care represented donations and foregone 
earnings of staff which lower the centers' 
exixMided costs. Finally, cash contributions 
and government funding accounted lor 
29% of center revenues aiul more than 
25% of the full co.st of care. 

Parents' net ourlay tor child care is less 
than their contributiLin to center revenues, 
howe\'er, because most parents are eligible 
for the federal dependent care tax credit 
ranging from 20% to 30'X) of their child 
care payments, depending on income 
levels. The calculations on Table 5.2 
are based on rhe assumption that parents 
on average qualified for the 20% tax 
credit for the firsr $2,400 per year of 
fees, or $.2 1 per child hour (20% of 
$200 per n-ionrh/193 hours per month). 
As 20"o is the lowest level of credit for 
any working parent, these calculations 
are conser\'ati\'e. Fur any uiven center 
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this credit was nrndificd (upward) by 
the traction ot children that were part 
time and (downward) hy the traction ot 
children that were subsidized hy public 
agencies. Rased on these estimates, the 
a\'eraue family recei\'ed a tax credit ot 
$.19 per child hour (approximately 
$445 per year) which was a tactor in 
reducinfj parent costs to $U6 per child 
hour or 48"'o ot the tull cost ot care. 

Parents' payments are higher for those 
who pay the center's tull tec, anel in tor- 
protit centers where there are tewer 
donations and where parent tees represent 
a hi;^her percent ot center total rewnue. 
Parents who paid tull tuition pay, on 



average, $1.92 pier child hour for 
preschool tees, or $86 per week. It such 
families take the tederal child care tax 
credit a\'ailahle to them, this represents 
another ;^o\-erninent cnntrihution, 
reducing parent expense hy an estiniated 
awrage ot $.21 per child hour. In tor- 
prot'it centers, parent fees represented 
almost 90% ot center total revenue, 
$1.84 per child hour, and 70% of the 
estimated $2,62 per child hour ot the 
full cost ot care. In nonpirofits, because 
a smaller percentage ot parents paid tull 
tuition, parents paid on a\-era<^e $1.25 
per child hour or about 40"'li ot the tull 
cost ot care, which in that sector 
amounted to $3.04. 
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Chapter 6 

Sector Comparisons 



As wc pcintcd our in C'haiircr Two, 
child care ccnrciN operate in a mixed 
market composed ot pri\ ate nonprofit 
centers, nonprofit publicly operated 
centers, and centers owned or operated 
K-r profit. The exisieiice ot nonprofit 
centers reflects lon.y-standiny piihlic and 
philanthropic willin.yness to support 
pro\'ision i^f child care as a merit mnxl 
or a collcct!\-e .yood. However, market 
performance can be affected liy the fact 
that in the chikl care market centers with 
different kinds of financial stnictiires 
co-exist and compete, particiilatly with 
respect to the cost and i.iiiality of services. 
For this reason, we intentionally built 
into the .study procedures for investi,i;atinK 
the comparati\'e performance across 
sectors. 

One focus of the research was to compare 
cost and quality of child care between 
for-profit and nonprofit sectors. This is 
e\ ident in the study methodology. For 
instance, to describe findinij.s — the 
categories of data related to center 
stnictiire, classroom structure, overall 
process quality, wattes and waije policy, 
financial characteristics, and child 
outcomes — we tested for differences 
between moan \ aKies of for-profit and 
nonprofit centers in each state. In the 
econometric analysis of sliort-rim costs 
and of the determinants of process quality, 
and in oiir hierarchical regression analysis 
of quality, we included control \ ariables 
related to sector and auspice. 

In addirit)n to comparin.u the nonprofit 
and lor-profit sectors, lo yain further 
insight into the impact of sector, we 
compared snii-iironps of centers within the 
for-profit sector and within the nonprofit 
sector. Nonprofit centers were separated 
into three auspice types: ( 1) 76 church- 
affiliated centers that were either operated 
bv or affiliated with churches; (2) 2S 
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publicly operated centers owned and 
operated by municipalities, school districts, 
or colleges and uni\'ersitics; and 0) 96 
other pri\ ate nonprofit centers which we 
call independent nonprofits. For-profit 
centers were separated into three 
cate.yories; ( 1 ) 1 24 independently owned, 
(2)25 centers which were part of local 
chains, and ( ^) 48 centets which were 
part of systems operatint; in multiple 
states. Another 4 for-profit centers were 
worksite centers; they were included in 
our analysis of worksite centers. 
Comparisons were made on four sets of 
center characteri.srics: ( 1 ) center structure; 
(2) wa.yes, personnel policy, and staff 
characteristics; ( cost, rewnue, subsidies, 
and fees; and (4) structural and process 
quality characteristics. 

Some sector analysis was included in the 
econometric estimation of cost and 
(-luality functions, ;ind in the hierarchical 
regression analysis of quality. Variables 
were included in these analyses to control 
for profit status and for t^ix en types of 
centers, specifically for church-affiliated 
centers and centers that were part of 
national systems. 

This chapter summarizes major findings 
about the similarities and differences 
between for-profit and nonprofit centers, 
it also discusses findings related to rhe 
subsectors or auspices in each sector Pata 
are presented in several tables. Tables 
6. 1 to 6.4 show mean \ alues of center 
structural (.juality, process qualiiy. and 
financiiil characteristics by sector. 
Tables 6.5 tu 6.7 ^b'e similar information 
for the six auspices. These results will 
contribute to our laiderstandinf,' of tlie 
relationship between ptofit status and 
quality in new ways, in part because of 
the inherent nature of the study, and in 
part because of intentional attempts to 
understand comparati\e periormance 
within the sectors. 
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Center Structure 



Table 6.1 

Center 
Structure 
Characteristics 
for Nonprofit 
and For-profit 
Centers 



There are differences bettveen the 
for'ijrofit and nonprofit sectors. 
Ch'erall quality of service, Jvywever, is 
not significantly different between the 
two sectors except in the one state with 
very lax licensing standards. 





Mean Values 


Center Structure 
Characteristics 


N 


Non- 
Profit 

200 


For 

1 1 wilt 

201 


All 

401 


Number ofYears in 
Operation'''^''' 


Mean 

Sd 


16.2 

147 


10.5 

8,5 


13.3 

123 


Total FTE Children Enrolled*** 


Mean 

Sd 


60 


76 

51.7 


68 

168 


Percent Change in Enrollment 
Last Year 


Mean 

Sn 


2 

30 


7 

18 


5 
2-1 


Percent of Centers Accredited 


% 
Sd 


7 

26 


8 

?8 


8 

27 


Mean Hours Open per Day*** 


Mean 

Sd 


1 n Q 

1 U.7 

I ?G 


1 1 .J 

0.38 


1 1 . 1 

I.IO 


Percent of Infants & Toddlers** 


Mean 

So 


18 

2 3 


25 

73 


22 

23 


Percent of Centers with 
Before and After Care for 
School-Age*** 


/o 


47 


72 


59 


Number of Different 
Programs Offered*** 


Mean 

So 


3.3 

1 f)l 


4.2 

1 


3.7 

1 -lb 


Percent Turnover of Teachers* 


Mean 

•x! 


32 


46 


29 


PercentTurnover of 
Administrative Directors 


Mean 

S<! 


14 

.y\ 


19 

■M 


16 

iR 


Percent of Subsidized 
Children*** 


Mean 

Sd 


34 


13 

1/ 


23 

32 


Percent of White 
Non-Latino Children''** 


Mean 


60 


76 


68 

31 


Number of Children on 
Center Waiting List** 


Mean 

Sd 


47 

i 1-1 


20 

M 


35 

or, 


Percent of Centers Using 
Volunteers**''' 


% 


52 


27 


39 
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Tiable 6.1 compares center structure 
characteristics tor nonprofit and tor-profit 
centers. With respect to center .structure 
characteristics, for-profit centers tended to 
he larycr, to be expanding faster, ;ind to 
ser\'c more intants/todi-llers and schixil-a^e 
children. They tended to he open more 
hours per day and ha\'e more programs 
(e.g., summer camps, before- and after- 
scluxil care, part-day protjnims). Nonprofits 
tended to have longer waiting lists and to 
ha\'e been in operation longer They 
served more si!hsidi:ed and ethnically 
diverse populations. Table 6.2 shows that 
administrators whti worked in nonprofit 
centers had more education, more training 
in early childhood education, ancf more 
prior experience. A larger percentage of 
nonprofit centers used volunteers. 

Center Quality 

Comparisons of the quality ot for-profit 
and nonprofit centers across the tour states 
indicated that structural quality varied 
with profit status but that process quality 
was not significantly different between 
sectors except in the least regulated state. 
Table 6.2 shtiws that, with respect to 
structural quality characteristics, statf-to- 
child ratios in preschool rooms were 
higher in nonprofit than in tor-profit 
centers. Teachers had more specialized 
training aiul torma! education in nonprofit 
centers, they had longer tenure at the 
center and lower tiirno\-er mtes (Table 
6.1). Assistant teachers in nonprofit 
centers diel not have more training but 
they did have more prior experience 

With respect to differences in overall 
quality, analysis of the many measures 
of process quality indicated that nonprotif 
and tor-protit centers were not reliably 
different except in Ntirth Carolina, 
where tor-preitit centers proviek-Ll much 
lower quality care. The mean quality 
indices aiul the EC'ERS scores were 
significantly difterent between nonprofit 
and for-prptit centers, controlling tor 
state. Ho\ve\'er, this Jitterence was due 
primarily to the dramatic differences in 
mean scores in North C^arohna between 



tor-profit and nonprofit centers. On the 
quiility index, North Girolinn nonprofits 
(Me;in=4.05) scored close to the s;imple 
me;in (Mean=4.02), but the North 
C^irolina tor-profits (Mean=3.18) scored 
more thnn one >tand;ird de\-iation helow 
the Siimple nienn. The difference was most 
dramatic for the care«i\'inK factor where 
the a\-era^'e score for Nortli Carohna 
nonprofit centers was 4-5 compared to 
only 5.2 for for-profit centers. Findin.ys 
were similar for the infant/tcxidler (ITERS) 
score where there was no significant 
difference in quality hy sector except in 
North C'arolina. Similar results were also 
obtained for the ohser\'ations of teacher 
sensiti\ ity, harshness and detachment 
Lisinji the Carejiiver Interaction Scale. 
Permi.ssi\-eness played a roll in 
(,'onnecticut only, witli teachers in 
nonprofit centers displaying more 
permi.ssi\eness than teachers in for-profit 
centers. Results from the Teacher Inter- 
action Scale related to adnlt in\'ol\'enient 
with children did show a si.unificantly 
higher proportion of responsive 
in\'ol\'ement of teachers with children 
in nonprofit than in for-profit centers. 

These results indicate that process quality 
was comparable in nonprofit and for-profit 
centers in states with adev-juate to high 
regulations, contradicting much past 
research. Results of this study suggest 
that both nonprofit and for-profit centers 
aje pro\-ii.ling mediocre care on a\'erage, 
but that the quality of this care is not 
different by sector if the state has adequate 
regulations. In contrast, we saw \'ery 
marked differences in quality between 
nonprofit and for-profit centers in the 
state with the most lax regulations. 

Although quality le\ els may not differ 
between sectors, quality may be proi-lueed 
in different ways in the two sectors. As 
noted in C^hapterTwo, economists assume 
that fiir-profit ain-l nonprofit centers 
shouLl be motivated by different o\-erall 
object i\'es (for-profit centers try to 
maximi:e profits and nonprofit centers 
are organized for other purposes). 
Therefore, it would be reasonable to 
expect that the two sectors try to achiew 
quality in (.lifferent ways. In the 



economettic estimation of the quality 
production functions described in 
Chapter Four, Finding Three, a niimher 
of tests were performed to determine 
whether the nonprofit sector and for-profit 
sector were go\-erned by the same 
structure. We tested to see if the variables 
that were employed to explain quality 



Table 6.2 

Process Quality 
and Structural 
Quality 
Indicators for 
Nonprofit and 
For-profit 
Centers 





Mean Values 


N 


Non- 

r rOTIt 

ZOO 


For 

r rOTIt 

201 


All 
Mil 

401 


Process Quality Indicators' 










Weighted Process Index. 










Scaled to ECERS*^* 


Mean 


4.16 


3.87 


4.02 




SD 


0 8-1 


085 


0 86 




N 


192 


193 


385 


ECERS Total Quality Score'**"*' 


Mean 


4.39 


4.05 


4.22 




SD 


096 


0.99 


099 




N 


81 


138 


219 


ITERS Total Quality Score 


Mean 


3.55 


3.35 


3.42 




SD 


1 'h 


1 03 


1 .OS 


Structural Quality Indicators 












N 


98 


147 


245 


Staff-to-Child Ratios for 










Infants and Toddlers 










(Midmorning) 


Mean 


0.26 


0.25 


0.26 






I.J ■ U 








N 


195 


190 


385 


Staff-to-Child Ratios for 










r r csLlluuici ^ 










(Midmorning)*** 


Mean 


0.!5 


0.13 


0.14 




5D 


0,06 


0.06 


006 


Administrators Percent 










with B.A. in ECE or More 


Mean 


69 


55 


62 




SD 


-16 


'18 


■17 


Administrators Percent 










with B.A. or More*** 


Mean 


11 


61 


69 




SD 


■12 


■16 


'IS 


Administrators Number of 










Years of Prior Experience* 


Mean 


8.4 


6.9 


1.1 




SD 


7 09 




6 ■■8 


Teachers Years of Education'*'* 


Mean 


14.4 


14.0 


14.1 




SU 


1 M 


1 Jo 


1 !6 


Teachers Percent with 










B.A. or More* 


Mean 


39 


33 


36 




SD 


3? 






Teachers Months of Tenure"'*-*' 


Mean 


53 


36 


44 




SD 


41 


r: 


3.S 


Assistant Teachers Percent 










with CDA or More 


Mean 


48 


45 


46 




SD 


3b • 


37 


36 


Assistant Teachers Number 










ofYears Prior Experience*'*'* 


Mean 


2.3 


1.2 


1.8 




SD 


3S 
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Table 6.3 

Budgets for 
Typical 

Nonprofit and 

For-profit 

Child Care 

Centers, 

Means 

Per Child 

Per Month 



had equivalent intorpretations across 
nonprofit atui tor-protit centers. Tlie results 
showeJ that as a whole, we could not 
rejev.t the hypodiesis that horii sectors are 
fjowmed hy tlie same "quality production" 
framework. Howe\er, there was ^ome 
indication that there are a few \'ariahles 
with differential impacts on quality.'' For 
example, teaching staff tenure at the 
center was a sif^niticant determinant of 
quality in the nonprofit sector, whereas 
only administrator's tenure was sij^nificant 
in the for-profit sector. Similarly, a hiyh 
percentat^e ot infants/toddlers Kwered 
center quality in the for-profit sector. In 
Contrast, the hierarchical regression 
analysis showed no evidence that 
suggested that the for-profit and nonprofit 
centers differed in the relation hetween 
these -Structure measures and quality." 

Center Finances 

Vith respect to financial characteristics 
of centers, while both sectors paid low 
wages, Table 6.4 shows that nonprofit 
centers paid relati\'ely higher wages for 
all joh classifications than did for-profit 
centers. Furthermore, staff foregone 
earnings were lower in the nonprofit 
sector, whici .neans that staff in this 



sector were paid wages somewhat closer 
to riie wage they could earn at other jobs, 
gi\-en their education, gender, age, 
enhic origins, and marital status. 

Sector similarities and ,.lifferences in costs 
iind re\ enues are shown in Tahle 6.3. 
Nonprofit center expended costs were 
ahout 12% higher than for-profit center 
costs o\'erall, excluding the \-alue of 
donations. The distrihution ot costs was 
different between the two sectors, with 
labor representing 79% of total cost in 
nonprofits hut only 62"'(i in for-profits. 
Food cost was also higher in absolute 
and percent;ige temis in nonprofit than 
tor-protit centers. All other costs were 
higher in for-profit centers. Tlie for-profit 
sector occupancy costs were higher than 
nonprofit costs. For-profits spent more 
than twice as much on occupancy costs 
as die nonprofits, raising for-profit costs 
by $.24 per child hour relati\-e to non- 
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ITEM 


Nonprofit 


For-profit 


Dollars Percent of 
total 


Dollars Percent of 
total 


Expended (Cash) Cost: 

Labor'"^'* 

Occupancy*'"'*' 

Food'^** 

Other Operating*'* 
Overhead 

Total Expended Cost* 


$339 79% 
37 9 
21 5 
30 7 
3 I 

$430 100% 


$239 62% 
86 22 
16 4 
40 10 
5 1 

$386 100% 


Revenue: 

Parent Fees*'* 

Public Fees*** 

USDA CAFCP (Food)^*'^^ 

Other Public Funds'-'''* 

Other Private Funds*'*''*' 

Total Revenue* 


$243 55% 
91 21 
13 3 
53 12 
43 10 

$443 100% 


$359 88% 
38 9 
3 1 
0 0 
7 2 

$407 100% 


Surplus or Profit 


$13 2.9% 


$21 5.1% 
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profits, iinJ offsetting h;ilt ot tho tor-protit 
sector's liibor cost ;id\';intii^e. 

For-profit centers spent Inr^er portions ot 
their bin-l^ets on sp;ice, while nonprofits 
sjxMit hir^er portions ot theirs on labor. 
Even when spnce subsidies were included 
in occiipiincy costs ;it oiir estini;ite ot 
their \';i1ul', for-protits still spent more 
on their tncilit -.*s th;in nonprotits. Three 
expliinntioiis emerge: perhaps nonprotits 
are constrained by the pnrticiihir sp;ice 
thiit is donated to tiiem, perhaps tor- 
protits \-iew space as a more ettecti\'e 
marketing; t(.iol than better qualified staft 
per dollar spent on either, or perhaps 
they treat it as an in\'estnient property 
and theretore choose to spend their 
biid<;ets on their tacilities. 

Table 6. 5 shows that total rewniie was 
also about 10% liiyher in nonprotits 
than tor-protits; howev er, protit rates on 
income wore not sij^niticantly diftcrent 
between sectors. Table 6. 1 shows that 
fees [x'r month were si<;niticantly hi,i;her 
in tor-protits than in nonprofit centers. 
Howe\ er, because hours per child were 
also hi.L;her, tees per child lioiir were not 
significantly different by sector. 

Econometric estimation of total \'ariable 
cost functions (which include donations 



and the imiuited salary- ot owner-o|-ierjton>) 
showed no sijLjnificant difference in 
variable cost per child hour between the 
two sectors tor the .same niiniber of hours 
ot ser\ ice (si:e ot center), wages [Xiid, 
quality, and amount of physical space. 
This aieans that tor the ax'era^e center, 
both sectors seem equally efficient in their 
allocation of resources in the sense that 
the variable cost per child hour is not 
si,t,'niticantly different tor centers with 
similar PTE enrollment and quality. This 
also means that there is no indication of 
important structural differences in the 
production proces,s ot providing child 
care in the two sectors. The tact that 
there are lower average total expended 
costs per child in the tor-protit .sector 
implies that the higher expended costs 
and revenues in nonprofit centers permit 
higher stattin,g ratios and wages. 

Summary 

Our findings regarding .sector differences 
in structural quality and wages corroKirate 
earlier studies that report higher quality 
measures and wages in nonprofit centers 
as compared to tor-protit centers (Kagan 
«Si Newton. 198*-); Phillips & Howes, 
1987; Whitebook, Howes, & Thillips, 
19S9). In most previous studies, a strong 
relationship was fenaid between structural 



Table 6.4 

Fees and 
Wages for 
Nonprofit and 
For-profit 
Centers 





Mean Values 






Non- 


For 








profit 


Profit 


All 




N 


200 


201 


401 


Fees: 










Full-time Monthly Infant Fee Charged by Centers** ' 


Mean 


$435 


$462 


$451 




Sd 


1 .'-1 






Full-time Mon'.hly Preschool Fee Charged by Centers* 


Mean 

sn 


$358 

12.5 


$384 


$372 

113 


Preschool Hourly Fee (Monthly Fee/Hours of Care) 


Mean 


$2.01 


$2.05 


$2.03 




Scj 


0.83 


U 66 


(i 'S 


Staff Wages Paid by Centers: 










Hourly Wage for Teachers*** 


Mean 


$7.83 


$6.62 


$7.22 




SO 


'8 


1 ?S 


/ 




N 


166 


159 


325 


Hourly Wage for Assistant Teachers*** 


Mean 


5.97 


5.43 


5.70 




S.i 




! ' 1 


1 ?8 




N 


138 


86 


224 


Hourly Wage for Administrative Directors"*' 


Mean 


12.22 


9.89 


11.33 






'•us 


■1 •; 


■la ■; 
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Table 6.5 

Auspice 

Financial 

Characteristics 



quiility measures (such as st;it't-lo-chilJ 
mrio anJ teacher qu;ilific;itiun,s) and 
process quality (overall center quality) 
measures. InJeed, in this study, as 
pointed our in Finding,' Tliree, our models 
indicated that quality is related to staf^'ins 
ratios and teacher education. 
Therefore, the finding that overall 
quality does not vary between sectors 
except in North Carolinn is surprising 
and needs ro he explained. Our results 
indicate that other center characteristics, 
in addition ti> those captured in our 
econometric analysis, affect quality. 
These characteristics may ditter 
between .sectors and explain our findings. 
For instance, differences in management 
or leadership may affect cost and quality 
differentially in the two sectors. Our 
statistical analyses of quality explains 
only ahout half of the variance in quality 
among centers. Although these estimates 
are rohii.st in identifying important 
relations between structural and process 
quality, they still leave much to be 



explained. Findings eleven and rweK'e 
will also suggest reasons for this apparent 
anomalv. 



SECTOR FINDING ELEVEN 

Within each sector, particular!)' the 
nonprofit .sector, there is variation hy 
sub.sector.s in center characteristics 
ai\d quality. 

To gain more insight intL> the profit and 
nonprofit sectors we compared the 
characteristics of the subsectors or types 
of auspice within each sector. We di\'ided 
the nonprofits by auspice: ( 1 ) independent 
nonprofit, (2) church-affiliated nonprofit, 
and (3) publicly operated nonprofit. We 
divided the for-profits by auspice: (1 ) 
independent for-profits, (2) local chains, 
(3) and national systems. 

The three types of for-profit and three 
types of nonprofit centers were compared 





Nonprofit 


For-profit 
















Local 


National 








Independent Church 


Public 


All 


Independent Chain 


Chain 


All 




N 


97 


78 


28 


198 


124 


25 


48 


197 


Center Costs per Child Hour: 




















Labor Cost 


Mean 


$ 1.85 


$ 1.35 


$ 2.39 


$ 1.71*** 


$ 1.25 


$ 1.23 


$ 1.07 


$ 1.20 




Sd 


1.01 


06/ 


1 02 


0.95 


067 


080 


0b6 


0 b(> 


Total Expended Cost 


Mean 


2,43 


1,67 


2.76 


2. 1 7*** 


1.97 


2.07 


1.95 


1.98 




Sd 


IJ-) 


0 


1 1 1 


108 


0''0 


! 3i 


09-1 


0.''/ 


Full Cost 


Mean 


3.27 


2.53 


3.35 




2.54 


2.82 


2.53 


2.58 




Sa 


1 -itj 


0,9^ 


1 M 


1.13 


109 


2 1 S 


131 


1 32 


Revenue and Support: 




















Revenue from Parent Fees 


Mean 


1.22 


1.46 


0.91 


1.28* 


1.82 


1.97 


1.81 


1.84 




Sc 


1 1? 


0 70 


0 81 


0.°6 


ooi 


1 :? 


0.<57 


0 '■<(:> 


Public Support 


Mean 


1.00 


0.21 


1.65 


0.76^'*'^ 


0.22 


0.16 


0.19 


0.20 




So 


i 18 


OV: 


1-16 


1 .0? 


010 


0 2'! 


0 22 


0.2" 


Total Revenue 


Mean 


2.49 


1.75 


2.83 


2.24**=* 


2,08 


2.16 


2.00 


2.07 




So 


1 .'1 


0 u 


1 


' 1 ■; 






')'2 




In-kind Donations 


l^ean 


0.29 


0.26 


0.S8 


0.3l**i 


0.07 


0.07 


0.01 


0.05 




So 


(! IV 




0-!/ 


0 ib 




0.23 


0 02 


0 19 


Proportion of Centers 




















Using Volunteers 


Prop, 


0.59 


0.41 


0.61 


0.52* 


0,35 


0.16 


0.13 


0,27* 






()■)'' 


■J J 






(.IH 






(i-i-i 








I I..-.-..-., 1 


.■.••l.„ 
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in separate ANOVAs. In kith sets (if 
analyses, the four states were aillapsed 
intd twii e'atemiries: Cnlifurnia aiul 
C'linnecticut whore state licensin.t^ 
standards are higher, and C^ciKiradii and 
Ntirtli Carolina where they are Kiwer. 
Twd-way ANtWAs were amdiictcd tcir 
both hir-prcitit and ncmprdtit siiKsecturs 
and the twci rcfjidiis tn test the difference 
hetwcen mean values tcir hnir sets (it 
characteristics: center structure, wa^es 
and benefits, cdst and rewnue, and 
structure and prdcess quality. 

The tindinys dvcrall affirm that within- 
sect(ir variatidii is as ^rcat as CRiss-sectdr 
\-ariation. In iidJition, they indicate 
that: (1) \'ari;Ui(in hy suh^rdiips within 
sectdrs is sy.stcinatic, w ith the church- 
attiliated suhsectdr iiKiro cldsely 
reseinhlinij centers in the tdr-prdtit 
sectiir than its dwn; and (2) there is 
greater variation within the ndnprdtit 
suhsectdr than within the hir-prdtit 
suhsecidr (in characteristics related td 
center quality. 



For-Profit Sector Differences 

Tables 6.5 - 6.7 .show that there is 
consiLlerahle hdnidj^eneity anidnij the 
three auspices within the fiir-prdfit .secuir. 
They did mit differ si.uniticantly in their 
hibdr CdSt and tdtnl expended Cdsts per 
child hdur, revenues per child hour, and 
structure and prdcess quality. Naticinal 
systems did, hdwever, differ fiHim Ideal 
independent centers and Kical chains in 
.Sduie respects. They were larj^er, servin>.' 
iiKiro FTE children than independent fdi- 
prdfits (105 FTE children wrsus 58 FTE). 
Tliey (iperated at Idwer capacity utili:ati(in 
than either independent (ir Icical chain 
centers (in Califdrnia iind Cdiinccticut 
centers ennillment in national systems 
was only 78'Ki of le,s,'al capacity). They 
(iffered nuire stafif benefits such as partially 
(but iKit fully) paid health insurance and 
maternity leave, and all df these centers 
(iffered staff child care discounts. 

Mean wa^es for teachers and for all 
teaching staff were knvor fdr centers in 
natidnal systems than fdr dther fdr-profit 



Wt£fxi7x each 
sector, 
particularly 
the nonprofit 
sector, there 
is variation 
hy subsectors 
in center 
characteristics 
and quality. 



Table 6.6 

Auspice 
Wages and 
Benefits 





Nonprofit 


For-Profit 


Wages and Benefits 


Independent Church 
N 97 78 


Public 
28 


All 

198 


Independent 

124 


Local 
Chain 

25 


National 
Chain 
48 


All 

197 


Hourly Wage for 
All Teaching Staff 


Mean 

Sc: 


$7.21 

; 


$ 6.68 

! -la 


$ 10.34 


$ 7.36*** 


$ 6.59 

i 68 


$6.65 

1 S.) 


$ 5.65 

080 


$ 6.37* 

1 5S 


Hourly Wage for 
Teachers 


Mean 


$ 7.72 

, -I ■ 


$ 6.80 

; -,■.) 


$ 1 1 .49 


$ 7.79'*** 


$ 6.82 


$7.02 

1 H' 


$ 5.79 


$ 6.60'*' 


Foregone Earnings 
for Teachers 


N 

Mean 

S-! 


495 

$ 5033 

■W I ■,. 


474 

$ 5438 

•U-IU 


99 
$ 1268 


1068 
$ 4864**'* 

.) 7 ."-1 


646 

$ 5282 

-i 'Hh 


265 
$ 5855 


481 
$ S895 


1392 
$ 5603'*' 

■') 1 1:)6 


Fully Paid Health 
Insurance for Teachers 


% Centers 

St: 


34% 

18 


29% 

V, 


91% 


39%**'*' 
•1"' 


10% 

',{) 


12% 

i 


2% 
1-1 


8% 


Partially Paid Health 
lnsu'"ance for Teachers 


% Centers 


48 


29 


22 

■I,' 


38'*' 


33 


48 


81 

i" 


47*** 


Paid Maternity Leave 
for Teachers 


% Centers 

Sri 


20 

■iO 


10 


35 

■n 


18 

;8 


5 


4 


38 


13*"*'* 

r> 


Staff Child Care 
Discount 


% Centers 


58 


79 

■1 ! 


26 


62"^*=*' 


79 

•|. 


92 


100 


86'*' 





Table 6.7 

Auspice 
Quality and 
Enrollment 



centers (mainly in California and 
Ccni jcticut). This suggests that, at 
least u . some rej^ions, the nar icinal systems 
keen their total labor costs in line with 
other tor-profits hy substituting benefits 
tor waKes. This Jitterence in policy may 
also accoimt tor our tinding that teacher 
torcjiione earnings were higher for centers 
in national systems than tor independent 
tor-profit centers in these two stares. 



Nonprofit Sector Differences 

The nonprofit sector is less homogeneous; 
indeed, there are important differences 
among subsectors, mainly because the 
performance ot chiirch-aftiliared centers 
dififertvl con.siJerably from other nonprofits. 
Compared to the other two nonprofit 
sectors, church-affiliated centers had 
lower statt-to-chilcl ratios, lower levels 





Nonprofit 


For-Profit 




N 


Independent Church 

97 78 


Public 

28 


All 

198 


Independent 

124 


Local 
Chain 

25 


National 
Chain 
48 


All 

197 


Process Quality: 

Weighted Process 
Index, Scaled to ECERS 


Mean 

SD 


4.18 

OSS 


3.92 

0 ■•' ' 


4.74 

('66 


4 I4*«i 


J.9I 

oe7 


3.70 

0 83 


3.82 

0.8; 


3.86 

085 


ECERS Total 
Quality Score 


N 

Mean 

SO 


91 

4.42 


77 
4.14 


22 
5.04 


190 


117 

4.00 

1 03 


24 

3.96 

OB-l 


43 

4.15 

0 9-1 


189 

4.03 

0<58 


Structural Quality; 

Staff-to-Child Ratio 
(Midmorning) 


Mean 

SI) 


0.21 

0 i ->■ 


0.18 

0 10 


0.26 

0 16 


0.21** 

016 


0.17 

0 1" 


0.15 

(■i08 


0.15 

0.1 1 


0.16 

0.12 


Teachers' Education 
in Years 


Mean 

SD 


14.5 

! -1 


14.0 


15.0 

: 1 


1 4.3** 

1 


14.0 

1 ^ 


14.1 

1 2 


13.8 

1,1 


13.9 

1 -1 


Assistant Teachers' 
Education in Years 


Mean 

S[) 


12.8 


12.8 

1 ; 


13.2 

1 1 


12.8 

i -1 


12.9 

1 1 


12,7 

1 3 


13.1 

1 0 


12.9 

i 1 


Administrators' 
Education in Years 


N 

Mean 

SI) 


64 

16.6 

1 6 


54 

16.0 

?0 


16 

17.4 

08 


134 

1 6.4 4*'^ 
18 


25 

1.1 


18 

15.6 
1 -1 


42 
15.4 

1 7 


85 
15.1 

1.9 


Percent of Teachers 
with CDA or More 


Mean 

SD 


82% 


77% 

28 


92% 


82%* 

16 


70% 

3S 


84% 

26 


69% 

/ 


71% 

32 


Percent of Asst. 
Teachers with CDA 
or More 


N 

Mean 

SD 


81 
50 

r 


62 
41 


21 
58 

V: 


164 

48* 

?e 


97 
42 

la 


22 

47 

36 


36 

51 

36 


155 

45 

V 


Percent of 
Administrators 
with B.A. in 
Early Child Care 
Education or More 


Mean 

SD 


68 

•16 


64 

■U 


90 

?fi 


69 

■16 


59 

■16 


50 

•18 


45 

'jO 


54 

■18 


Enrollment: 

FTE Children Enrolled 


Mean 

SD 


59 

.1 1 


62 

10 


64 

S8 


60 

■10 


58 

■\i 


1 18 

6/ 


105 

M 


77"** 


Percent Capacity 
Utilization 


Mean 

SD 


83% 


79% 

IR 


86% 


81% 

io 


84% 

19 


88% 

;i 


78% 

1"' 


83%'- 

I'i 


Percent of 
Subsidized Children 


Mean 

SD 


46 


1 1 


61 

'8 




13 

M 


8 

I? 


14 

16 


!2 
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(if rrnincJ ;ind eJucarei.1 rcnchers, a 
smaller pcivonrnjic nf assistants with at 
least a C'DA, loss ci.lucaici.1 administraturs, 
Kiwcr statt wa.ycs, and Kw-r laHur cust 
and tiital cxpcndci.1 cust per child hmir. 
More impi)rranvK\ they hai.1 lnwcr 
lU'erall quality. Alsn, tiill cust oi care 
per child hmir was siuniticantly Knver in 
church-attiliated centers ($2.5?) than in 
indejxnulent ($5.27) and puhlicly nixTated 
centers ($1 ?5). A hi<^her percent o\ tutal 
re\'enue (akuit 8V'o) came tmni parent 
tecs. Siil>!idi:ci.l children rcpreM.nned .smaller 
percentages oi enrollment, a saialler 
percentage nt centers used wilunteers, 
and they made mure use oi chiki care 
(.lisciHints til statt. In most oi these 
respects, these centers seem tn resenihle 
tiir-prntir centers mure closely than 
centers in the nunprntit sectur. 

Other noteworthy \'ariatiiins existed 
within the nunprntit sectur. Puhlicly 
nix-rated centers as tlistinct tmni 
church-at+iliated antl independent centers, 
tiir example, hael elirectors with mure 
educatiiin and S)0"<i oi aelministraturs 
hai.1 at least a bachelnr's decree in a tieh! 
relatei.1 to early care and education. 
Publicly (iperatei.1 centers had hif^her 
(.lonations and puhli'^ tinancial siippurt, 
ani.1 hijjher quality than other nonprotit 
centers. They also pnn ided mure outsiele 
space tor children (not shown on the 
tables). Wafies tor teachers and tor all 
teaching statt were hij^her in puhlicly 
operated centers than in indepeni.lent antl 
church-attiliated centers; consequently, 
tore.mme eaminjjs uere lower in the puhlicly 
operated centers, althou,s.;h alternative 
market wa^es were not sii^niticantly 
different. Publicly operated centers pnn ided 
better henefiis than dk\ inelepenelent 
nonprotits which in turn provided better 
benetits than i.lii.1 church-affiliated centers 
with the exception ot chiklcarc eliscounts. 
Since the full cost ot care in the puhlicly 
operated centers was similar to that ot 
the independents, it appears that 
(.lonations in publicly operared centers 
are usei.1 to offset costs, enalilinfj payment 
ot better salaries to workers. 



Regression Analysis Results 

The econometric and hierarchical 
rej^ression analyses revealed that — after 
adjusting tor the human capital, classrooni 
srrucrure, center structure, and 
administrator's characteristics — there is 
some evedence that church-attiliafed 
centers produced lower quality than other 
nonprotits. There is also some evedence 
that national chains produced hit;her 
quality relati\'c to all tor-profit centers, 
hut not in comparison to all centers. 
Both ol these results \'aried from state 
to state. Quality was sijjniticantly lower 
amonfi; tor-profit centers in the least 
re.qiilated stare. Similarly, lower quality' 
was obserx'ed ainoni; church centers 
than amon^ indopentlent nonprofit or 
public centers, e\'en after adju.stin<j tor all 
odier predictors, hi interpreting these 
results, it should be noteel that e\-en 
the auspice designations .such as church- 
attiliated and national systems are not 
truly homogeneous. Some chiirch-afitiliated 
centers did resemble other nonpreitit 
auspices, and centers in some national 
chains providei.1 consistently higher 
quality than centers which were part ot 
other national systems. 

These findings dispel the notion that 
quality (or lack thereof) is crisply alignei.1 
with a particular .sector. To the contrary, 
these findings suggest that it is difficult 
to associate any given level of quality with 
a sector o\-erall; rath'^r, levels of quality 
may be more clearly aligneel with 
suhsectors. The similarity in quality 
between church^affiliated centers and 
for-profit centers partially explains why 
ive found such little difference in o\'erall 
quality between for-profit and nonprofit 
centers. Along with other tinelings in this 
study, it suggests that a moR^ useful 
categorization of centers hy quality would 
he between those that tely primarily on 
parents tees and those which tap other 
sources ot finances to improve quality 



These 
findings 
dispel the 
notion that 
quality 
(or lack 
thereof) 
is crisply 
aligned with 
a particular 
sector. 
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Chapter 7 

Economic Facts of Life 



As we look ;u ways tn iiupruve quality 
(it center child care, it is impurtant to 
keep in mind the econninic reality ot 
these Kical markets. In C^hapter Two we 
Kxiked at center child care in the context 
ot a competitive local service market to 
su^<^est ways that market competition 
could attect cost and c]uiility ot center 
child care. We characterized the market 
tor child care as monopolisticnlly 
competiti\'e because a lar^e number ot 
pnu'iders are conipetin<^ to sell a set ot 
services that are ditterent troni center 
to center, hut are also close substitutes 
tLir each other. In such markets, price 
competition lorces producers to keep 
their prices in line but permits some 
flexibility in pricing since each seller 
otters a slii^htly ditterent set of services. 
Producers must try to keep costs low in 
order to make a protit, but, in tact, 
their rate ot return on investment is 
usually quite low. This is because the 
relative ease ot entry into the market 
iiy new pn>ducers creates a continual 
pressure which otten results in existing 
producers oporatinj^ at less than their 
t'ull capacity. 

We also outlined peculiarities of the 
child care market demand and .supply 
that Could attect market pertormance: 
the costs and quality ot serv ices. The tact 
that this is a re,milated mixed market 
with services pirovided by nonprofit and 
tor-protit centers made it essential tor us 
to desii^n the study to look at differences 
in performance ot tlie two sectors. The 
potential tor misinformation on the part 
of purcb i.sers and the belief that cb.ild 
care should be a merit (,'ood made it 
importani to study consumer preferences 
and the market response to these 
preferences. Study results provide vime 
clues about how market forces attect cost 
and quality This chapter Mimmarines 
these findintrs. 
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ECONOMICS FINDING TWELVE 

Characteristics of the market setting for 
child care, notably market competition 
and subsidy dependence, affect center 
finances . For-profit and nonprofit 
centers face different competitive 
conditions that can affect their 
performance . 

Tliis study indicates that certain economic 
facts of life exist in center child care 
markets that have an impact on center 
finances and possibly performance. These 
facts of life are: (1) stiff competition in 
local markets; (2) t,'reater dependence 
in the nonprofit sector on donations and 
cash contributions from philanthropies 
and government; (3) greater dependence 
ot the for-profit sector on parent toes; and 
(4) different distributions of costs in 
the for-profit and nonprofit sectors. 

The Effects of Competition 

This study provii-les e\'idence of strong 
competition in kical markets among child 
care centers. In a highly competitive 
market, what economists call a 
monopolistically competitive market, 
we would expect to find some proeluct 
differentiation, similar fees, significant 
turnover of firms, excess capacity, and 
low rates of profit. We found evidence 
related to most ot these characteristics. 

First, centers in for-profit ;ind nonprofit 
sectors charge similar tees per child hour. 
Mean for-profit center tees in this study 
averaged $22 and $41 per month more 
than nonprofit centers, depei-.ding on the 
age group ser\'ed. However, for-profit 
centers were open longer ln)urs, so the 
fees per hour were not significantly 
different between sectors. Even though 
there is considerable \'a.iation in tees 
within sectors, on average the difference 
in fees charged in for-ptotil and nonprofit 
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centers in rhe s;ime snite is quite small. 
Second, on iU'em^e, centers operate at 
82'!^) ot maximum lethal capacity. The 
avera<:e center enrolls 68 FTE children 
out ot a le.ual capacity 85 FTE, 
approximately 1 5 empty .spaces per center. 
We found p.o significant differences in 
the ratio of enrollment to maximum leyal 
capacity hy state or profit status. We also 
estimated capacity utilization hy the ratio 
of actual to preferred enrollment; the mean 
percent was 91".! which leads to an 
estimate of 77 FTE as the mean preferred 
enrollii\t'nt, or an average of 7 \'acancies 
per center." Nonprofit centers had a 
lower ratio of preferrei.1 to maximum 
capacity, mostly clue to North Carolina 
nonprofit centers, which operated at 
considerahly higher staff: child ratios in 
their infant and toddler rooms than 
required hy law (.26 actual ratio compared 
to .17 required ratio). 

A larije number ot centers were operating 
at full capacity with waiting lists, 
particularly in (California nonprofit 
centers. A lar^e number of centers were 
also operarin<^ with vacancies, and the 
centers at full capacity tended to have 
hi<^her quality. The financial drain on 
many centers due to existing \ ;, ;ancies 
is a serious problem, e\'en if a ce!"i:ii',i 
proportion of empty spaces merely 
represents norm.al turnover of clients. 
The cost ad\'anra5^e of operating at full 
capacity was identified in Finding Eiyht 
above where we identified decreasinj^ 
costs related to operatin<^ at full ci'pacity. 
These results ; u^Kest that purchasers of 
care tlo discriminate in choosing centers 
by le\ el of quality, bat ihat they may not 
have the choice io purchase ,L;ood-i.[uality 
services. Tl.i." may indicate that nonprofit 
centers with ,!.;ood-quality care ration 
their -.evvice.- thruu.uh waitini^ lists rather 
ihan by increasin.-j iheir fees. 

Third, centers are earpmij low rates of 
prolits on income, ani.1 probably on their 
uivestment in the enterprise. Nonprofit 
centers had a moan surplus .4 $.06 pvr 
child hour and tor-profits a f 'otit ot $.095 
per i.hili.1 hour; these arc not ^tatistica!l\ 
siuniticant ditterenees. These ti^ures arc 
2.7"u and 4.4"o of total revenue. 



respectively. We did not collect 
information on center capital investment, 
but we can make a first approximation 
about rates ot return of investment. The 
average tor-profit center had an annual 
suqilus or profit ot $12,700. If the average 
center facility of 5,000 square feet costs 
$70 per si.|uare foot to build, the mean 
annual suqiliisor profit would be less than 
a 4% return o.n this $350,000. That is, 
for-profit centets' capital investment 
appears to be somewhat more than one 
year's revenue; therefore, the percentage 
return on capital is lower than the 
percentaj^e return on sales." Even taking 
into consideration the interest on the 
capital that is incorporated in the lease 
or mortf^aj^e payment, the 2.7% profit on 
sales (Itss than 4"o ot capital) is very low. 
The a\'era,ye coqxirate profit rate on sales 
(before raxes) has been about 9% in 
recent years (Ec'(;n(;tnic Report of the 
President, 1993, p. 361). The profit rate 
may be understated, but the average 
center probably earns less than 4% o\'er 
interest on borrowed money. 

Fourth, this study yielded litrle 
information on center turnover, rhe 
movement of centers in and out ot a 
market. In 1993, when we undertook 
the study 26ai of the sample centers 
had been in operation five years or less. 
We have anecdotal evidence that some 
centers went out of business within a 
year of the initial data collection. 
When we called back centers to involve 
children in the outcomes portion ot the 
stui.ly, we found that se\'eral centers had 
close^l. Furthermore, professionals in the 
field aryue that child care businesses are 
particularlv susceptible to downturns in 
the econoniv. 
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Fifth, ;is is stiuci.1 in Finding Ten, the 
ecmninieti ic e.stinintinn of cust hinctinns 
for eaeh sector indicntes that imnprotit 
and hir-protit centers are operating with 
similar decrees o\ efficiency. That is, the 
cosi functions tor nonprofit and tor-profit 
centers cannot he distinguished from 
each other statistically. If one uses the 
standard economics assumptio i that for- 
profit centers minimize costs in order to 
maximize profits, then nonprofit centers 
are also minimizinf^ their costs, i^i\'en the 
level of quality and numher of child 
hours provided. 

In sum, the center child care market 
appears to exhihit many classic 
characteristics of a monnpolistically 
competitive market. In particular, 
although there is a f^reat potential for 
differcntiatin.y services, nevertheless, 
ser\'ices are close suhstitutes from one 
center to the next. Thus, there is some 
hut not a .ureat deal of flexihiliry in 
raisine fees to meet increased expenses. 
There is also a ^reat incentive for centers 
to try to operate at full capacity e\'en 
though many centers seem to face 
vacancies. Hij^h quality centers tend to 
operate at full capacity and face excess 
demand for their services. Many of these 
are nonprofit centers which cannot 
easily expand. 

Nonprofit Center Dependence on 
Donations and Cash Contributions 

As noted in rhe introduction to 
Chapter Six, nonprofits henefit from 
in-kind donations of \'olunteer serv ices, 
materials, and most importantly, 
diinatinns of facilities in the form of free 
or discounted rent, utilities, and 
maintenance. These in-kind donations 
reduce expended costs and allow these 
center.N to move more of their hud^et 
expenditures into lahor expenses. 

Nonprofit centers also rely on cash 
suhsidies that reduce die costs of services 
to parents. This resource does not Ciniie 
autoiTiatically; it requires administrators 
in nonprofit centers to demonstrate 
mana<,'orial competence to <j;ain access to 
these suhsidies. Cjash and in-kind 



contributions act as a market buffer in 
(he nonprofit sector, makinf^ the nonprofit 
centers' lon^e\'ity less contingent on 
parent fees. However, the fortunes of 
nonprofits dependent on contributions 
are subject to political climate and any 
other forces that affect donor 
contributions. 

For-profit Dependence on Fees 

In the for-profit sector, there is a heavy 
reliance on parent fees. Indeed, alxuit SS% 
of revenue in the for-profit sector is 
accounted for by parent fees (in contrast 
to 55'Ki in the nonprofit sector). This 
means that the for-profit centers must 
satisfy their parent clientele if they wish 
to stay in business. 

Different Distributions of Cost 

The distribution of costs differs 
between for-profit and nonprofit sectors. 
For-profit.s do not usually ha\'e access to 
in-kind donations, although some for-profit 
centers, mainly in Connecticut, do 
receive donations. On average, for 
nonprofit centers donations represent 
$.31 per child hour, compared to $.05 per 
child hour for for-profit centers. Because 
occupancy subsidies were rare in the 
for-profit sector, for-profits spent a larger 
percentage of total costs on facilities 
(22%) compared to nonprofit centers 
(9';n). Furthermore, for-profits cannot 
raise fees \'ery much to compensate for 
higher facilities ccists, because they 
would price themseU'es out of die market. 
As a result, they ha\'e less to spend on 
labor costs and indeed did spend le.ss on 
lahiir (62% in the for-profits as compared 
to 19% in the nonprofits). Spending 
smaller amounts on personnel could 
lower the quality of services provided, 
other things being equal. 

For-profits Have the Advantage of 
Larger Scale of Operation 

For-profit center enrollment is \0% 
higher than nonprofits, mainly because 
centers that are part of local chains and 
national systems are so much larger than 
other centers (111 FTE) compared to 
the sample mean (6iS FTE). For-profits 
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may also take ad\'ant;igo oi decrcasinii; 
costs that coaio with move intcn.si\-c 
uso oi their oxistin^j; capacity; ho\vc\'cr, 
this .inly shows up iiuliroctty in our Jara. 
There wiis no significant tlittorcnco in 
capacity utili.ntitm rates hy sector, hut 
tor-profits operated longer hours and 
pro\'ided Ix'tore- and aticr-schixil programs 
and summer pro<,'rains more often. The 
larger si:e and more intensi\'e use of 
the facility rei-luces cost per chiLl hmir 
(see Finding Eifjht). This may allow 
fo.r-profit center.s to operate at lower 
a\'era^'e costs which, in turn, woiiLl 
eiiahle them to compete successfully 
with their nonprofit counterparts at a 
.yi\-en le\'cl of quality. Tlii.s phenomenon 
may partially account for our finding;; that, 
despite lower staff-to-child ratios and 
les.s qualified staff, tor-profits provided 
comparahle quality of care to nonprofit 
centers in three states. 

Nonprofit centers dependent o:\ donated 
facilities may not haw the option of 
incrensiny tlieir sire to take advantage 
of economie^s of scale. Possibly the quality 
of space is a constraint for for-profits, if 
parents base decisions on the appearance 
of the center. Such preferences for 
attracti\'e surroundinj^s may explain hi.yh 
facilities expenditures for for-profit centers. 

MARY 

We are now in a position to make sense 
of our Miiiiewhar contradictory fini.lin.ys 
about sector similarltie^ and differences. 
First, in thi^ study the standard structural 
quality characteri.uics — staffin.i,' ratios, 
staff training and education, staff 
tenure — are significantly .greater in the 
nonprofit sector than the for-profit sector. 
Second, despite these higher structural 
quality cliaracieristics, the nonprofit 
sector does not produce signiticantly 
higher jirocess tinaliry except in North 
Carolina. Third, our econometric 
analysis indicates that there are no 
significant sector tlifferences in the ciisi 
functions and quality- pro(.kicrion functions, 
meaning that ser\-ices anti the quality of 
ser\-ices are apparently produced ^imilarly 
in the two sectors. Fourth, the quality 



production function for the whole sample 
show.s that staffing ratios, teacher 
education, at least the wages of the 
least educated staff, prior experience of 
the adaiinistrator, and possibly teacher 
tenure at the center arc all significantly 
related to pro\-iding good-quality ser\'ices. 
How, then, can it be that the nonprofit 
sector pro\-ides the same quality as the 
for-profit sector? 

The major explanation is that the 
church-affiliated centers have significantly 
lower quality than the other two nonprofit 
auspices: independent nonprofit and 
publicly operated centers. The for-profit 
centei> and the church-affiliated centers 
ha\-e both knver structural and process 
quality than the other two nonprofit 
auspices: church-affiliated and for-profit 
centers are not statistically different in 
terms of structural and process quality 
measures. 

Our econometric findings indicate that, 
in general, centers across sectors use the 
same general methiKls. Tliis implies that 
the independent nonprofits and publicly 
ojxTated centers chixise tei pnxluce higher 
quality with more and higher quality 
resources, and that church-affiliated and 
for-profit centers teiul to choose lower 
staffing ratios and less educated, lower 
paid staff to priKluee lower quality .ser\'ices. 
In economics jargon, these two .sets of 
centers are operating on different parts of 
the same protliiciion and cost cur\-es. 

There may also be some differences in 
the production of quality services across 
auspices, within sectors. On average, 
centers which are part of local and 
national for-profit chains are significantly 
larger than other auspices. Because of 
eciuiomies of scale, these centers may be 
somewhat more comix'titi\x' in pro\-iding 
quality because they are bigger and ha\e 
lower costs, Thar is, they may be able to 
provide a given le\-el of quality care at 
a lower co.sf per child hour than smaller 
centers because of their si:e. Finally, it 
>hoidd be remembered that the i-iuality 
production function explainei.1 only 50"n 
of the \'ariancc in quality of child care. 
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In this finding we emphasized an 
i.npcirtant difference in cdsts between 
for-profit imd ncmprcifit centers — tlie 
hij^'her fixed costs of facilities in tor-protit 
centers. This difference did ncit show up 
in our estiiiiate of shon-ain cost hinctions, 
inecaiise facilities costs are not a short-nin 
cost. However, it appears that vhey also 
do not affect the production ot quality 
even though the higher facilities cost 
requires for-profit centers to use lower 
staffing ratios and to pay lower wa^es. 
That this does not affect quality of 
services more than seems to he the case 
in this study may also he due to 
economies ot scale which pemiit for-profit 
chains to produce a si\'en quality of 
services at a lower cost per child hour. 
For-profit center ability to [iroduce quality 
with lower labor costs per child hour may 
also he due to other investments in c|ualit\- 
made by owners of larqe complexes of 
centers, that jnay, for instance, develop 
effective quality control systems. 

ECONOMICS FINDING THIRTEEN 

There is evidence of inadequate 
conmmer knowledge uihich create.s 
market imperfections and reduces 
incentives for some centers to provide 
good-quality care. 

The importance of parents as the primary 
decision makers in choosing child care 
is generally accepted. Oiu' society relies 
upon parents to he discriminating 
consumers of child care and to act as 
informal monitors of program quality, h 
is well known that efficient markets 
require that buyers as well as sellers be 
fully informed. However, the belief that 
parents can make informed choices to 
maximize children's opportunities for 
positi\'e development has Ix'en questioned 
(Browne Miller, 1990; Holloway & Fuller, 
1992; Kagan & Neville, 1992; Shinn, 
Phillips, Howes, Gnlinsky, & Whitebook, 
1990). This is because parents generally 
report being satisfied with the care ot 
their children receive (American 
Federation of State, (.bounty and 
Municipal Employees, 1987; Kontns & 
Wells, 1986; Whitehead, 1989; Wilier 



et al., 1991). However, in this study and 
in other assessments of child care 
programs, the average child care center 
has been shown to offer mediocre- to 
poor-quality programs which may well 
not meet die developmental needs ot 
children. 

One explanation for parents' s;uisfacrion 
with what chikl care professionals consider 
low-quality programs is that parents do 
not value the same aspects of care that 
are valued by ECE professionals (RIau, 
1990). Another explanation is th;u 
although parents value the same aspects 
of care that early childhood professionals 
do, they are not well informed about the 
care their children receive (Browne Miller, 
[990; Mitchell, Cooperstein, & Larner, 
1992; Cryer, 1989; Fleming, 1989; Shinn 
et al., 1990). They may as.sume that 
their values are represented in the 
child care they purchase and may be 
imable to judge rlie actual quality of 
the program. As pointed out in C^hapter 
Two, the parents are consumers who 
make judgments based on imp>ertect 



Table 7.1 

Parent 
Importance 
Scores, Parent 
Quality 
Ratings and 
Observer 
Quality 
Ratinj.'s for 
ITERS/ECERS 
Item Types 





Parent Importance 
Score ' 


Parent Quality Observer Quality 
Rating ' Rating ' 


Infant/Toddler: 










Health 


Mean 


2.92 


6.20 


3.16 




Sc! 


0 IS 


0 (Y) 


1 17 


Safety 


Mean 


2.88 


6.04 


3.58 




Sd 


0 1 h 


0.82 


I 


Interactions 


Mean 


2.93 


6.27 


3.96 




su 


u l-l 


0 ftf. 


1 76 


Other Items 


Mean 


2.73 


5.91 


3.36 




Sd 


i)/7 


ORo 


(m 


Total 


Mean 


2.84 


6.07 


3.47 






0 i7 


0-r 


107 


Preschool: 










Health 


Mean 


2.86 


6.09 


4.30 




Sd 


0 ■ 


0 8.' 


I )() 


Safety 


Mean 


2.89 


6.25 


4.72 




SJ 


0 I'i 


082 


cm 


Interactions 


Mean 


2.88 


6.13 


4.33 




Sd 


0 i'l 




IT! 


Other Items 


Mean 


2.69 


5.88 


4.02 




S<i 


0 2/ 


u 


09^ 


Total 


Mean 


2.79 


6.03 


4.27 




Sd 


0 :i> 






• M ■ |i" 

. .■>-,l,l..v,:,M, „.. 1 


' 

• .'..'ii : ,1^ 
1 i"i <.\\"S 


■. )r ■■ ' : MI,, 
il... i. 1 IV li .■ 
li'd '! ■■ . i:l 'Ji, )' " 


■ ... -J'..' 1". . nif n If-- 
■r-l-. '■. ll.f (. J.-...-J.. 


1 -1 .. / p'.i-.' '.C.ll.' 



67 



ERIC 



534 



Figure 7. 1 

Comparison 

of Parent and 

Observer 

Qiiiilitv 

Scores for 

Infant/Toddler 

Classrooms 



intorniation nboiit the product tliey ;ire 
piirchiising. 

To test these ;ihern;iti\'e expl;in;itions, 
we collectetl datn troni parent siir\'eys 
on parents' vaUies related to child care 
and on their knowledge of the quality 
of care their child was receix'ini^ at the 
center. C\ir results siifji,'est that parents 
o\'erestimate the quality of care their 
children tecei\ e and thus Jo not demand 
higher quality child care K-caiise they 
helie\'e they already have it. This may 
account tor the pre\'alence of 
mediocre-quality, particularly in centers 
dependent on parent fees. 

Separate questionnaires were constructed 
for parents of preschool and infant/tiKldler 
classrooms. These parent siir\-eys asked 
parents to rate how hif,'hly they valued 
each of the aspects of quality of care that 
trained ohser\-ers evaluated iisinj,' the 
EC^ERS and ITERS instruments, and 
asked them to e\'aliiate their child's 
classroom on these same characteristics. 
Only parents ot children in the oh.ser\-ed 
classrooms were asked to complete the 
siir\-ey. Qiiestionnaiies were returned 
iroin 76% of the infant/toddler classrooms 
and 78% of the preschool cla.ssrooms. A 
total of 727 parent surveys, or 
approximately 56% of parents with 
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Appropriate 

Observer Quality Scores 



children in the infant/ toddler classrooms, 
and 2,407, or approximately 51% of 
parents with children in the preschool 
classrooms, responded to the parent 
questionnaires. 

Results of the parent siir\'ey shown in 
Tahle 7.1 show that parents place hi^h 
\'akie on the aspects of f^ood-qiiality care 
found in the ECERS and ITERS. When 
parents wore asked to indicate the 
importance of each item on the siir\'ey 
iisinfi a scale rating from 1, "not 
important," to 3, "very important," all 
items for hoth infant/toddler and 
preschool questionnaire \-ersions reeei\'ed 
hij^h importance scores. The mean total 
importance scores for all items on the 
ITERS (infant/toddler) survey was 2.84; 
on the EC'ERS (preschool) siir\'ey it was 
2. 79. Parents of infant.s/todJlers tended 
to \ akie most highly those aspects of 
quality that were related to adult-child 
interactions and health, while parents of 
preschoolers valued safety and teacher- 
child interactions aspects most hii,'hly. 

While parents said they \'aliie the 
characteristics of 1,'ood-qiiality care, they 
substantially o\-erestimated the qii;ility 
of .ser\'ices their children were receivinu- 
When asked to report how well their 
child's cla.ssrix)m did on the EC'ERS and 
ITERS aspects of quality, 90% of parents 
i-ated profiram quality hetween 5-7, 
indicating that they thoii<jht their child's 
classroom was in the developmentally 
appropriate (hi|.jh) ran^^e. Tliis is indirect 
contra.st to the mostly poor to inedioci e 
quality ratings of trained observers who 
were present to ohser\'e what happened 
to children through mo.st of a typical day. 
For the infant/toddler group, the mean 
patent quality score was 6.1 while the 
trained observ er mean was 5.5. Tlie parent 
mean for the preschool group was 6.0, 
while the observet mean was 4. 5. ' 

Figures 7.1 and 7.2 show the percent of 
parents with children in classrooms of 
poor, mediocre, and developmentally 
iippiopriate quality as a.ssessed by trainetl 
obset\'ers. For each quality level, the 

. ■ •. . I I! -.I- ■..■•■A ,nt IK ! . » I 

III.-. I •'■ I, \:h-\y . ;t.-,t ,','■] 
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timiros slmw how pnrcnrs with children 
in these firmips nited the quiility oi thuse 
s;iine cl-.is^rodins, Fur cx;iiiiplc, in Figure 
7.1, 54'!ii lit parents with children in 
infant/ ruddier nmins had children in 
nunns that were rated pmir (1-3) by 
(ih^crvers. Ot rhc^e parents, nunc assessed 
the quality nf care their children were 
receivin<4 as pucir (1-5), 4% rated it as 
Ivinj^ niediiicre ( 5o) ( \ 2% oi this ^rmip 
lit parents), and ^0% rated it as 
deveKipinentally appmpriate (v7) {SS% 
lit this ^roup (if parents), hi nthcr wurds 
e\'en in the po.irest quality classrimms 
the \'ast majiirity ot parents rated their 
child's care as hi.uh quality. 

There is no indicatinn that parents 
ciinsi^tentlv ,yave knvcr scores to pro.yranis 
<jiven lower quality scores hy trnined 
ohser\'ers. Parent scores were in accord 
with ohser\-er scores primarily when 
parents had children who were in hiyh- 
quality programs. When children were 
in mediocre- to poor- scorin.q pro,t,'ranis, 
parents continued to assign hi,yh scores 
to those classrooms also. 

We also exaniined the possibility that 
parents 5,'avc evaluations similar to 
trained okscrvers, hut used a more 
restricted scale in their assessments, tor 
instance the upper portion (5-7) ot the 
seven point scale. This possibility was 
exaniined in several ways with little 
evidence to .support it. For example 
when a correlational analysis was used to 
examine the relationship between mean 
parent score and ohser\'er score in each 
classRxim, only modest correlation 
coetticients were tound tor both 
intant/toddler scores (r=.21, p =.0049) 
and preschool scores (r=.29, p=.O001 ). 

Since parents are not present to see what 
happens throu<ihout their cliild's day, 
rhey may bo hindoreLl trom accurately 
as^essiny the quality ot sor\'ices the 
chiLI receives. To test tor this, i^roups 
ot more and le^s easily nionitorei-l 
ITFRS and E(;HRS item^ were created. 
The more easily monitored .uroup 
included aspects ot care that parents 
were likely to know about rhtou.qh short 
\'i^its to the profir.itii, such as bow chiUreti 



were f^reeted and how departure was 
handled or how the room was arran<ied. 
The less easily monitored K^Hip included 
aspiects ot care that parents were less 
likely to observe re<iularly, such as bow 
music or block play were hatidled. The 
ilittereiices between quality scores s;i\'eti 
by patetit^ atid observers were bii^her tor 
aspects ot care that are difficult tor parents 
to obser\'e. This poitits to an inherent 
ititormation problem which would be 
ditticulr to m ercome ju^t tbrouf,'h parent 
ei-lucation. 

Otie mii^ht assume that parents' higher 
valuation ot an aspect ot care woukl 
increase the likelihood that they would 
assess that aspect more accurately. We 
toutul the oppcisite. As parents value a 
dimension ot care tiiore hi^;bly, the 
Jitterence between their quality ratinji 
and the observer's rating tor that 
ditiiension actually increased! For 
exatnple, when paretus of intants/toddlers 
assessed the quality ot aspects ot care 
related to health, which they valueel tnost 
iii.yhly, their scores ditterecl trotn the 
obser\'er scores tnore than when they 
were as^essiti^ ati aspect ot care rhey 
valued less, such as the adequacy nt adulr 
tneetinji spaces. This role of parental 
values in reducin.y parents' ability to 
tiiotiitor child care also points to tnarker 
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imperfections by underinininji their 
tunctinn as careful cunsumers. 

The i.liscrepancy between what parents 
\ ahie Kir their chiklren in child care anJ 
what they actually purch;ise creates 
impertectinns in the child care market 
place since they may nut be buying what 
they thi!ik they are buying. The inability 
lit parents to recufiiiiie j^mxl-quality care 
rei.luces the market i.leinani.1 fur hif^h- 
quality care. This implies that they will 
nut pay significantly hij^her tees fur 
hi^'her quality centers. In tact, rej^ression 
analyses oi fees im i.iuality, state, ani.1 
state-quality inter, ictinns indicaiei.1 that 
there was no i.lifterence in tees fur the 
kindergarten and sclnHil-a.ue .yrmip in 
any state. In Colnrado, Nurth Carnlina, 
and Connecticut, there w;is no si^niticant 
relation between center quality and tee 
le\'els tor any aj^e Mri^ip- (.-alitornia 
centers were the only ones for whieh 
there existei.1 a positive relationship 
between quality and tees for infant/ 
toi'.ller ani.1 preschool ehlLlren. (.)i\'en 
that the proi.iuction ot (.[uality is costly, 
the results ini.licate that there is no 
incenti\'e tor centers to produce hi.yher 
levels ot quality, ain.1 there may be a real 
i.lisincenfi\'e to 1.I0 so. An intere.->tini,' 
positi\'e exception is Calitornia. 

The tinl.lin^,^^ do su^^'C'-t that centers are 
responi-lini; to characteristics ot ser\'ices 
parents do monitor such as the work- 
relatei.1 i.leinands ot parents, (Centers in 



both sectors, but more so in the tor-protit 
sector, otter expandei.1 hours to 
accommoi-late the neei.ls ot workinu 
parents. Centers in this sample are open 
an averaj^e ot 10 to 12 hours per day. 
For-profit centers acro.ss all states were 
responsi\'c to the chanKin,u deniani.ls of 
families by pro\'idin.i,' a ranii;e ot programs 
such as part-time care, summer camp, 
aiul betore-and after-school programs. 
While parents are i.lemani.lin),' centers 
responsi\'ene'.ss to their work-ivlatei.1 needs, 
and winile rhey \'alue gixvl-qualir^- ser\'ices, 
they 1.I0 not seem to be i.leniandini; 
quality for their chiUlren. 

It is important to note that parents are 
niit the only purchasers ot care who i.lo 
not demand quality ser\'ices. To the 
extent riiat fiovemment agencies in\'ol\-ei.l 
in purchasing care tor low-incorae children 
impose low payments for ser\-.ccs through 
funding caps and insufficient 
reimbursement rates, they too contribute 
to lowering the i.lemani.1 tor goixl-quality 
child care. This tendency is particularly 
problematic in p< Hirer areas since the 
funding caps are usually tied to market 
rates. In relatively low income 
communities, most pnrents are simply 
not able to aftori.1 higher quality care. 
Thus, the market rate is low ani.1 gowrn- 
ment payments are ver\' low, contributing 
to the low tjuality of care in these com- 
munities. Such a pattern may contribute 
to the o\'erall lower cost ani.1 i.[uality of 
care, especially in North C'arolina. 
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Chapter 8 

Summary and Recommendations 



Results ot this stin.iv h;ive iiiiport;int 
policy iinplic;uii)ns. In thi> ch;ipt(.T we 
propivso one major policy reconinienJation 
ani.1 a set ot action steps to promote its 
acliie\'ement. As a preliiJe to this 
discussion, we hriefly summarize both 
the tindinj^s and our interpretations 
which lei.1 to this recommendation. 

SUMMARY AND INTERPRETATION 

Across all levels ot maternal education 
and child gcMuler and ethnicity, children's 
co}4niti\'e and socio-emotional 
development are posiri\-ely related to the 
quality ot their child care experience. 
Chiklren in higher quality preschool 
classrooms display jjreater receptive 
languatj;e ability and pre-math skills, view 
their child care ani.1 themselves more 
positively, have warmer relation.ships with 
their teachers, and ha\'e more advanced 
social skills than those in lower quality 
classrooms. All of these factors are 
important to a child's capacity to enter 
school ready to learn. 

Despite the importance of yood-quality 
child care, only one in seven centers 
pr(i\'idei.l n level ot child care quality 
that promotes healthy development antl 
learning;. These re>ult.s C(.intirm tiin.lin,ys 
trom pre\'ious studies, hut indicate that 
care tor intants ani.1 toddlets may he ot 
ewn lower quality than pre\ iously 
thought. 

Good-quality care does exist and the 
early chikllnxxl profession knows how to 
provide it, Tofj;erher, \\'\^h statt-to-child 
raiios, more hitj;lily ei.liicarod ani.1 specially 
trained start, directors with more 
experience, and staff stability ilo much to 
create good-quality services. The tield 
also clearly understarkls the correlates ot 
low-quality cate. Lower quality centers 
pay lower waj^es. Wages ot women 
working in chikl care centers ate low, 
ewn compateJ to wages ot other 
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women, but toregone wages are lower in 
centers providing higher quality care. 

Center child care — e\'en mediocre- 
quality care — is costly to pro\'i(.le, ant-l 
costly tor parents to purchase, even with 
siceable donations, toregone earnings, 
tax credits, and cash contriburions trom 
public and philanthropic sources that 
account {or halt of the tull cost ot care. 
Larger centers, or centers that maintain 
tull capacity, can reduce co.sts through 
economies of scale aiul use those savings 
to increase quality. 

It costs more ro provide better quality 
care. However, given the availability of 
staff who will work for the low wages 
offered by ECE centers, the cost ot 
providing care at higher quality centers 
was only about 10% higher, on average, 
than rhecosrat centers providing average 
quality. Our cost and quality results 
indicate rhat there are qualities, not 
easily measured and not captured in our 
analysis, that conrribute to quality in 
the good centers, such as, tor instance, 
commitment to quality by the director 
and staft, and special traits ot statt 
which promote good-quality services. 
Apparently, these intan^'ibles ani.1 complex 
interactions among variables account tor 
the abiliry ot some centers to provide 
higher quality without incurring 
substantially higher costs. 

Ne\-ertheless, money matters, in general, 
better quality centers have access to more 
di 'nations and financial resources. Cxnrers 
operated by public agencies, worksite 
centers, ain.1 centers that conform to 
higher staiK!ari.ls in ori.ler to recei\'e public 
funding ha\'e higher quality; these centers 
seem to have sizeable donations or cash 
conrributions, whicii they use to raise 
quality. 

The standards to which a center 
adheres also attect quality ot services, 
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care at 
higher quality 
centers was 
only about 
10% higher... 
thajx the cost 
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providing 
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quality... 
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access to more 
donations 
and financial 
resources. 
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An important 
finding in 
this study is 
that it is not 
profit status 
which 

distinguishes 
hetiveen 
quality of 
services, but 
the extent to 
which centers 
receive 
significant 
sources of 
revenue other 
than pareyit 
fees. 



Weak licensing standards pennit some 
centers to provide lower quality services. 
Accredited centers have higher quality. 
C^enters that conform to higher standards 
in order to receive puhlic funding have 
higher quality 

Sector differences — between for-profit 
and nonprofit centers — in process quality 
are not significant except in the state 
with low licensing standards, hi this 
state the low standards make it possible 
for st-me centers, particulariy church- 
al^iliated and for-profit centers, to operate 
with low staffing ratios and less qualified 
staff to produce poor-quality care. An 
important finding in this study is that 
it is not profit status which elistinguishes 
between quality of ser\'ices, hut the extent 
to which centeis receive significant 
sources of revenue other than parent 
fees. For-profit and church-affiliated 
Centers have both lower structural and 
riKess quality- than independent nonprofit 
d publicly operated centers. Tliey have 
coii-iinon their dependence on parent 
fees as rheir major source of revenue. 

Sector differences may matter in creating 
market competitive characteristics that 
reduce center quality. Child care center 
markets appear to be highly coinpetitive 
with low profit margins in the for-profit 
sector, anel low surpluses in the nonprofit 
sector. Also, hourly fees are not 
significantly different between the two 
sectors, indicating that for-profit and 
nonprofit centers do compete for clientele. 
However, for-profit and nonprofit centers 
have different cost structtires, because 
of the greater reliance on donations by 
nonprofits and the higher expenditures 
on facilities by for-profits. This leads to 
reduced expenditures per child hour on 
labor by for-profits, which could reduce 
quality of services. Larger for-profits, 
howe\'er, seem to take advantage of 
economies of scale which '"an permit 
them to produce good-quality care at a 
lower cost per child hour compared to 
smaller nonprofit centers. 

Finally, \vo foiinel evidence of market 
imperfections in center child care markets. 
Efficient markets require that buyers have 
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full information. Parents in this study, 
while valuing the same aspects of quality 
considered important by the EC^E profes- 
sion, dramatically o\'erestimated the 
quality of care their children were 
rccei\'ing. Fnrtberaiore, fee differences 
between devckipmentally appropriate care 
and mediocre care, were not great enough 
to offset cost differences. Since parents 
cannot distinguish better ser\'ice and 
since centers are not financially rewarded 
for doing so, there may be a disincenti\'e 
for centers to impro\'e the qualicy of carc 
they provide. Until parents and other 
purchasers of cr.re can easily distinguish 
good from mediocre- and poor-quality 
centers, and demand higher quality-, centers 
cannot increase their fees to cover the 
increased costs ot providing better care. 

In sum, about Sl% of the centers studieel 
pro\'ide mediocre- or puir-qualir^' services. 
Good-quality centers have the resources 
to provide quality, but they do not spend 
a lor more per child hour than centers 
pro\'iding mediocre quality. C^ionimitment 
to pnu'iding good-quality care, backed 
up by the ability to create a nurturing 
learning environment appears to be 
crucial in the provision ot good-quality 
care. At this stage of development of 
the child care market, where altruistic 
values motivate directors and staff at some 
centers, higher quality is not necessarily 
associ^ned with higher cost. If this is 
true, it is suggestive of two problems 
related to creating good-quality center 
care. First, as the labor market tightens 
and ECE staff become more concerned 
about being paid what they are worth, the 
ECE center inarket will face considerably 
higher costs. Second, achieving good- 
quality care universally may be somewhat 
illusive if good ciuality is dependent on 
organi:ational structure of centers and 
e n 1 i gh ten exl leadership. 

RECOMMENDATIONS FOR 
ACTION 

Throughout this document, elata reaffirm 
the existence of a silent crisis, largely 
unacknowledged by American families 
or the American public. The crisis stvms 
from our inattention to the quality of 
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child cnre — an innrrenrion that carries 
with it profoiinJ costs in human anJ 
L'CuniMiiic terms. The majority ot 
American children who ;ue in child 
care centers spend many hours in 
mediocre quality settiny^ that are 
detrimental to their de\'eloi^ment. 
Meanwhile, their parent^ are forced to 
settle for the consolation that, at least, 
they ha\'e found some care for their 
children that protects them tnnn 
physical harm. Workers in these serrinj^s, 
although dedicated, flee the tield for 
wa.i^es which reflect their worth. And 
the American puhlic, although adorinj^ 
youni; children and rhetorically adorn- 
Inn them as the "future of the nation", 
hiindly enf^aycs in self-deception ahout 
child care quality so great that it could 
he deemed societal child neglect. 

Unlike many studies that have come 
hefore, this study clearly quantifies the 
dimensions of the crises in economic 
terms. We now know that e]uality costs, 
that quality makes a difference, and that 
U. S. child care is heing subsidized in 
ways that threaten quality. This report 
acknowledges the real costs of child care, 
reveals the hidden costs (in donations 
and foregone e> ''nings), and in so doing 
mandates that the nation reexamine 
personal and social in\'estments in this 
industry. 

In this nation, there is a professed 
commitment that hy the year 2000, 
children will enter school ready to learn. 
Yet despite this intent, the reality of 
child care in the United States today 
makes it unlikely that we will reach that 
goal. Unless poor-quality child care is 
curtailed, the de\'elopment and well- 
being of large numbers of our nation's 
children may be jeopardired. To that end, 
we make only one recommendation, a 
recommendation that we deem a social 
imperati\'e. It is followed by a series of 
near-term strategies that are necessary 
correlates ot our major recommendation. 
Tliese strategic recommendations are not 
presented in order of importance or order 
of attention needed. 
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Overall Study Recommendation 

The nation must commit to improving 
the quality of child care services and to 
ensuring that all children and their 
families have access to good programs. 
That is, good-quality child care must 
become a merit good in the United States. 

Earlier in this dncument, we defined 
merit good and noted that historically 
some people in our society ha\'e 
considered good-quality child care a merit 
good. Ry this we mean that good-quality 
child care (like other merit goods) needs 
to lie supplied to indi\'iduals and families 
in larger quantities than would be 
supported by private demand. Inherent 
in the definition of a merit good is an 
understanding that altruistic citizens — 
and, in this case the public at large — 
\'alue the servi'X' enough to make it 
available to families who will not, or 
who cannot, purchase it on their own. 

We argue that good-quality child care 
must become generally recognized as a 
merit good. Howe\'er, there are difficulties 
with characterizing it as a merit good. It 
does not now represent realir^'; our society 
does not appear to value quality ii\ child 
care. Further, it coukl be construed to 
infer that as a merit good, all child care 
in the United States should become the 
pur\'iew of the giu'ernment. Discussing 
these ca\'eats is essential to clarifying 
both our construct of merit good and 
the recommendation we make. 

First, while many may ideally wish to 
regard good-quality child care as a merit 
good, the hard reality is that child care 
in the United States is more akin to the 
service of last resort, at both individual 
familial and institutional policy levels. 
For families, child care is the last resort 
because it cannot be chosen for the 
benefits that will accrue to children as 
a result of their participation (though 
clearly parents hope this will be the case). 
It is chosen because it is a secondary 
ser\'ice that enables parents to meet their 
primary mission of gainful employment. 
Similarly, at the institutional policy le\'el. 
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The nation 
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public child Ciirc hns hisroricnlly been an 
cnablin.y serv ice — tor insrniicc, it enabled 
I\osie ro river eluriny World War 11. C-hild 
caie, rhen, is nor seen as a merir or 
alrruisric jzooj, delivered tor irs inheronr 
value or conrriburions. ir is nor and never 
hns i-'cen an ;ilrriiisric national yoal; ir is 
and always has K-en a means ro siip[xirTin.y 
wiirkers (or tiiraro workers) rhroiiyh 
^roarer social or personal crises. 

Ulnsrrarivo ot rhis poinr is ciirrenr child 
care rehired public policy, much ot which 
.seems designed ro produce mediocriry. 
Federal rax credirs arc limired ro rhe 
tirsr $700 per monrh ot care, a figure 
rhar would, ar mosr. cover minimal 
qiialiry. Credirs tor cosrs of pro\'idin,y 
hiyher qiialiry do nor exisr. Federal rules 
tor reimbursemenr ot child care cosr 
based on 75''(> ot marker prices ot child 
care retlecr a concern tor cosr, nor qualiry 
Lack ot ditterenrial reimbursemenr 
incenri\'es tiir dewkipmenrally appropriare 
tjualiry. or even mtmirorin<^ rhereot, 
implies rhar qualiry does nor marrer. Waye 
Ie\-els rhar push workers our ot rhe 
industry in search ot hij^her incomes 
suyi^esr lirrle regard tor rhe skills rhar 
produce higher qualiry care. 

Ir is nor sutticienr ro have any child care 
as a merir i;ood; ir musr be .uood-c]ualiry 
child care. We say rhis because rhe level 
ot qualiry marrers tor youny children. To 
advocare tor any child care as a merit 
i^ood would ix'lie rhe very inrenr ot merir 
,L'ood. A merir ijood musr, indeed, be ot 
merir; anyrhiny less rhan jjood-qualiry 
devekipmenrally appropriare care — 
because of its deleterious e'ttect — cannot 
be even casually deemed ot merir. 
C-onsequenrly, we call tor "zood-qualiry 
child care as a merir ,qood. 

Second, while discussions ot merir ^oods 
may become confounded with public or 
collective yoot's, we distinguish between 
these terms, siiuL;e>riny rhar i;ood-i.]ualiry 
child care be reco<.;ni:ed primarily as a 
merir, nor a collecri\ e Kood. We do so 
because sutiyesrinH rhar yoixl-qualiry child 
care Iv recognized as a collecri\-e or public 
,Uood could iv inrerprered ro inter rhar we 
7-1 
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have any 
child care as 
a merit good; 
it must be 
good' quality 
child care. 



are suqjiesrins full public supporr tor rhis 
public <.;ood. We are nor. We siis.;<4esr rhar 
L'.ood-qiialiry child care iv rei^arded as a 
merir ^ood rhar exisrs in, is financed from, 
and rerains mulriple supporrs. 

Recommendin<; rh.ir <;ood-tiualiry child 
care be re.uarded and supporred as a merir 
<.;ood means rhar child care musr be 
recoyni:ed nor as a means bur as a 
le\uirimare end, in and ot irselt. In rhis 
schema rhe narion provides yood-qualiiy 
child care because ir is yood tor children. Ii"i 
conrrasr ro ciirre'nr thinking which justifies 
child care as a ser\ace ro parenrs, rhereby 
tacirly sancrioninji medioctity tor children, 
the concept ot a metit ,mxx.] places childten 
and their developmenral needs fronr and 
cenrer, wirh no eqiii\'ocarion. A dramaric 
deparrure from whar exisrs, rhis recom- 
mendarioii is fundamenral ro retormin,<,' 
rhe niison d'erre tor American child care. 
By conceprualiziny qualiry child care as 
a merir <;ood, we shifr rhe debare from 
providing mediocre services rhat suffice 
while parenrs work ro pro\adini; hiyher- 
qualiry services rhar enrich our children 
and rhereby our nation. 

We reco,L!ni:e that eiiilj cate reform will 
nor rake place iminediarely; ir will nor 
rake place wirhour concerretl efforr across 
rhe seerors; and ir will nor rake place in 
a ridy, linear fashion. As reform ro make 
.uood-qualiry child care a merir good rakes 
place, we nore rhe tiillowinu assumprions: 

1. C-hild care will remain a mixed seeror 
indusriy; rhar is, cenrers will conrinue 
ro operare in rhe tor-protir, nonprotir, 
and governmenr seerors. 

2. Child care parriciparion will remain 
volunrary; rhar is, parenrs will have 
rhe riyhr and re-sponsibiliry ro choose 
wherher or nor rhey use child care. 

y Parenrs' ri^jhr ro choose child care 
will be pre'served; rhar is, parenrs wdl 
have rhe riyhr and responsibiliry ro 
selecr rhe rype ot child care rhey wish. 

4. As a merir ijood. rhe tinaneinij; ot 
yood-quality child care will be shared 
in- responsible parries; rhar is, ro rhe 
exrenr feasible, families, responsible 
empkn'ers, philanrhropic orfjanizarions, 
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ani.1 the government will contrihiite 
CD the pnn'ision of child catl'. 

FranicJ hy this definition .it ;i merit 
fiixkl, hy this nitionnlo, and hy these 
assiimptiiMis, we turn our attention to 
action steps that will lead the American 
public to reco^ini:e and support quality 
child care as a merit .yood. 

Action Step I 

Launch consumer and education 
efforts in the public and private sectors 
to help parents identify good-quality 
child care programs and to inform the 
American public of the liability of 
puor-quality programs, 

• Gi\'e parents clear intormation 
reffirdin.y the observable inf^redienrs 
ut 1,'ooJ-quality chikl care. 

• Give parents and other.s information 
that clearly identifies f^ood-quality 
proi^rams. 

• Initiate a lon^-term public media 
campaign. analo<^oiis to the one 
ai.klressinii the impact ot sniokin<^ on 
health, to raise public awareness of 
the nature and iinportiince of j,'mxl' 
quality child care. 

• In collaKiration with other private 
aixl public af^encies, initiate a federally 
supported proKriim of research to 
increase uni.lerstani.linH ot the chili.1 
care market ani.1 its effects on children 
ani.i lo provitle an onyoiiif^ database 
on the status of child care in the 
United States. 

Action Step 2 

Implenient higher standards for child 
care at the state level as a major step 
toward eliminating poor-quality child 
care . 

• Oeate hiyher standards at the state 
le\'c 1 and improve monitoring ot child 
care as part of con.Mimer protection. 
Standards must do more than protect 
tbie basic health and safety of children 
they nuist also take into account 
children's dcwlopmental needs, with 



special attention to the needs of 
infants and toddlers. 

• Eliminate all exemptions from state 
licensin}4 standards. 

• Encourage centers to seek and 
maintain \'oluntary professional 
center accreditation based on hi<.;h 
staiitlards. 

• Give state and federal financial 
incenti\'OS for centers to provide care 
that meets higher standards; eliminate 
fetieral regulations that restrict the 
ability of states to pay higher prices 
for higher quality care. 

Action Step 3 

Assure adequate financing and support 
of child care. 

• Increase investment in child care by 
federal, state, and local government 
as well as by the private sector to 
help families pay the cost of care. 

• Tie federal and state child care 
funtling to standards that demonstrably 
produce high-quality care, especially 
for iniant/toddler programs. 

• Provide financial incentives that 
enable centers to hire experiencei.1 
administrators and skillei.1 staff and 
to learn how to keep them. 

• Tailor employee benefits to provide 
significant help to employees with 
chiUlren as part of the pri\-ate sector's 
support of child care. 

Action Step 4 

Incrcu-s : investments in child care 
stuff to assure a skilled r ad stable 
workforce. 

• In\'est more tei.loral, ^tate, and local 
go\'ernment funds and private sector 
fuin.ls in the education ain.1 training 
of chiUl care staff ani.1 administrators. 

• Pun ide all child care •-taff compen- 
sation appropriate to their training, 
experience, and responsibility 



By 

concepualizing 
quality child 
care as a 
merit good 
we shift the 
debate from 
providing 
mediocre 
services that 
suffice while 
parents xvork 
to providing 
higher-quality 
services that 
enrich our 
children and 
thereby our 
nation. 
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Glossary 



AFDC JOBS PT Ogi urm - were innnLlateJ 
in The Fiimily Suppurt Act of l'-XS8 
welfare returm le^istatinn. They are 
state-level initiati\'es to move nmthers 
receiving Aid for FamiUes with 
DepeiulLMit C^hiKlren (AFDC) into paid 
work thnnij^h pnn-ision of crnininK 
programs, special counseling, and child 
care henefirs. 

Agency problem - a type o( market 
imperfection which may arise when a 
second parry, the a^'ent, acts on '.lehalf 
of another person, the principal, in 
market transactions or other forms of 
economic exchange. An agency problem 
arises when the a<jent does not act in 
the best interests of his/her principal, 
hi such situations the marker exchange, 
or purchase, does not reflect what would 
he in the host interests of the principal. 
In child care there are two kinds of 
a,i.'ency and each can involve an agency 
problem. First, v\-hen parents purchase 
ser\'ices for their children, they are 
their children's agent, acting on their 
behalf. Second, in purchasinij child 
care from a center, the parents enter 
into a Contractual arrangement with the 
center which then becomes the agent 
foi the parents in providing serv ices for 
their children. In either case, it is possible 
that the agent will not properly represent 
the principal (that is, the child or the 
parents), and this can create market 
imperfections. To iwercome ngency 
problems, it is necessary to establish 
incentives which induce the agent to 
act in the principal's best interest. 
Ordinarily, agency problems refer to 
explicit contractual relationships; we 
are extending the concept to also 
include the impli it contract between 
parent and chikl. 

Auspice ' is the term we use to designate 
the sub^ectors within i.ie nonprofit and 
for-profit sectors. For instance. 



independent nonprofit, church-affiliared 
nonprofit, and publicly operated centers 
are ihe three auspice categories included 
in the nonprofit sector. 

CQVLe-ciive. goods - are goods or services 
the consumption of which' benefits 
individuals other than the direct 
consumers. Immunization shots are a 
good example. Immuni2ing poor people 
from conragiiHis diseases benefits the 
poor individual but also the society as a 
whole in cutting down on the probability 
of an epidemic. Sometimes the term 
public good is used synonymously with 
Collective good. We try to a\'oid using 
public good because in economics it is 
used to describe a specific type of 
collective good. 

CommodLificatvorn. - is part of the process 
of economic development in a market 
ecimomy in which goods and services 
that were rraJirio'" 41y produced, for 
instance, at home or on a subsistence 
farm for family consumption begin to 
be produced for exchange and profit. It 
is a process by which home and other 
nonmnrket production is replaced by 
marker pnn'ision. Child rearing is one 
of the many kinds of home provision 
for one's own family that in this century 
has been increasingly supplanted by 
market pnwision. 

Yye.manA corxixtiorx.?, - are factors which 
influence how much of a good or service 
a person would be willing to purchase 
at a given price. In child care, demand 
Conditions influence parents' decisions 
about how much and what quality of 
ser\ ice to purchase at a giw^n fee. Demand 
conditions aiclude family income and 
purchasing power, location convenience 
of the center, parents' knowledge of the 
options for care and of the characteristics 
of good quality ser\'ices jinwided, tiie 
reliability and trustworthiness of 
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providers, the costs involved in fiaininfi 
knowledge ahoiit the existence and 
quality' of child care ser\'ices, and pare^nts' 
\'aliies and preferences. 

Developmental outcoines - refers to 
children's developmental le\'els hasod on 
measures ot the coynitixx- and socio- 
emotional hinctionin.y ot children, 
outcomes which o\-er the longer term 
relate to children's success in .school. 

Y)onation& - refer to in-kind donations 
ot K'oods and services (hut not cash) to 
child care centers hy inJi\Mduals and 
aj^encie.s. These include donations or 
discounrson facilities, utilities, facilities 
maintenance, food, materials, or 
equipment. They also include services 
ot \'olunteers. 

^conomiesi of scale ■ e.xist in the 
production ot a j^'ood or service it the 
a\'erage total cost per item produced is 
lower for lar^'er businesses pp-xlucinj,' more 
ot the item per hour. For example, a 
medical practice in\'olving se\'eral 
internists can pro\'ide "general patient 
care at lower cost per \isit than can a 
sin!,'le physician with hi.s own office. In 
the case ot child care, economies ot 
scale would exist it larj^er centers 
desii^ned to serve more children pro\'ided 
similar quality care at a knver cost per 
child hour as compared to smaller centers. 

^conomiesi of scofye - exist if the cost 
per unit ot output is lower because a 
business produces .se\'eral related products 
or ser\'ices at once. For example, a 
medical clinic mi^ht citter ser\-ices in 
internal medicine, pediatrics, and sports 
medicine. There would be economies 
ot scope it the cost per treatment are 
lower when the ser\-ices are combined 
in one clinic than it each specialty is 
ortjanizeil sepiiratcly. In the case ot center 
child care, there would be economies ot 
scope it provision ot care tor children ot 
se\'eral afje-^roups lowers the o\'erall cost 
per child hour. There mifiht also be 
economies ot scope if other related 
programs are iiitei.;rated into the serv ices 
provided by the center. 



Expended costs - are cash costs or 
expenses a center incurs to operate the 
center programs. It excludes the \'alue 
ot in-kind donations of space or other 
resources used to pnu'ide services. 

External benefits and costs - to market 
transactions occur whenever people 
other than the direct purchaser ot a f^oot-l 
or service benefit from someone else 
buying the i^ood or ser\'ice. In such cases, 
those that benefit and do not pay for 
the item are fjetting a "free ride" because 
they are not paying; for the service, and 
this may mean that not enough ot the 
ser\'ice is demanded. For instance, farmers 
provide an externiil benefit in creating 
a beautiful country-side which people 
from the city can drive out to see. This 
is an external benefit, because the people 
from the city do not pay tor their 
enjoyment. Child care may provide 
external benefits to taxpayers if children 
who recei\'e these services do better in 
school and require fewer publicly provided 
services as they f^rovv up. External costs 
occur when a production process creates 
costs which are not included in the price 
ot the product produced, for instance, 
the water pollution which is created by 
farmers usinj; insecticides and herbicides. 

Foregone wages - is the difference 
between the waj^e a person could 
earn — f^ix'en her/liis years ot education, 
ajje, marital status, fiender, racial/ethnic 
origin — and what the person actually 
earns. Ideally, other factors affecting' 
wa^es would also be included, for 
instance, job experience. These are 
fore<^one wa<^es because the person 
could have earned this extra amount in 
another job tor which he/she is qualified. 
For example, an artist with a master's 
de<,'ree representing sixteen years ot 
education may choose to pursue her art 
while working' as a <4araf;e attendant, 
fore<,'oinj,' a much hi<,'her income as a 
<,'rapliic desi<iner for an advertisin;.; 
a.qency. 

Full eo.st - refers to the amount it would 
take to operate centers if all resources 
were purchased at market prices. In this 



study, the full ciist (if c:ia' equals 
expended en^ts plus dunatinn^ plus 
toremine wa^es. 

Full-time eqxiivalent (FTE) - refers to 
the number ot tull-time equi\'alent 
ehildren enrolled in a center. Tliiit is, it 
a center has a hill-tiine pni,yrnm in which 
children are present ei.qht tn ten lunirs 
a day, to measure enrnllinont, each child 
is cnunted as one tull-time ecjuix-alent. 
II this center also has a nmrninu pro.uram 
tor presclmol children, each child in the 
nmrniiiji prot;ram wmild he considered 
1/2 a tull-time equi\'alent in measurini^ 
total center enrollment. It the center 
has a betiire- and atter-school program, 
a child which is enrolled huth fur the 
hetore-school and atter-sclmol portion 
ot tlie program would be considered 
one tull-time equi\ <:lent school-a^ed 
child tor purposes ot measuring center 
enmllnient. 

Human Capital - the acquired skills, 
education, experience, and other 
characteristics ot a person such as i,'ood 
health that" enhance the person's \'alue 
in the labor market. Tliese are considered 
"capital," because their acquisition 
requires an in\'estinent by the person, 
simihu lo a business in\ estin.y in a new 
[■'iece ot machinery. 

Intermediate goods - are distinguished 
troni tinal i,'oods and services. A final 
<.;oolI or ser\ ice is somethin.y which is 
[■'RKluced and sold to the tinal consumer, 
such as a T\' set or child care ser\ ices. 
An intemieJiate ,yood is a [■'roduct which 
is produced to be used to produce some 
final ^ood or service, tor instance, lumber 
to be used in housiiiL;. or toys |iurchased 
by a child care center. (Toys purchased 
by tamilies, on the other hand, would 
be considered a final Hond.) 

Market imperfections - is otten used 
synonymously with market tailures. A 
market iinpertection exists it, tor some 
reason, market competition does not 
allocate resources in accordance widi 
the demand for I he iMnduLt ai a iM iie 
which reflects the mininuim cost ot 
production, (,'ommonly ciieLl causes are 



monopoly pricing which restricts supply 
and raises prices, external benefits or cost.s 
(such as pollution from manufacture), 
agency problems, imperfect consumer 
knowledf^e, and merit or coilecti\'e floods. 
When there are market imperfections, 
market competition tails to su|-'ply optimal 
amounts ot mmds and ser\'ices (at low 
cost). Market imperfections or tailures 
seem to exist in child care markets. For 
instance, impiertect consumer knowled.ye 
about the importance i)t good quality 
care may reduce pri\'ate (pareiit) demand 
and public demand (includiny gowrnment 
and [■'hilanthro|-'ie.s) tor i^ood-c]uality care. 

Market failure - See Market 
imperfections. 

Merit goods - are floods or ser\ ices that 
society as a whole or ;i larfie number ot 
altruistic members are willing to pay tor 
because they think e\'eryone who needs 
it should ha\'e access to the f»ood or 
ser\ ice ref^ardless of their ability to pay 
or their |vrsonal tastes. Merit .yoods 
retlec. le \'alues of the society; thus, 
what , .onsidered to be a merit .yood 
chani^es o\ er time. Some examples ot 
merit jjoods are health care for prej^'nanr 
women and yount,' babies, police 
protection, and potable water. 

Mixed indu.strie.s - are industries that 
include firms organized as profit makin<.; 
businesses, nonprofit a}^encies, and 
sometimes public auencies. The child 
care center market is a mixed industry 
because ser\aces are supplied by 
establishments with different structures 
of ownership. 

Mono/)oli.stic com/jetitioji - is the name 
<^i\-en to describe hij^hly competiti\'e 
markets with larye numbers ot buyers 
and sellers v\-here the suppliers pro\-ide 
a differentiated product or service. For 
instance, the restaurant business is 
monopolistically competiti\'e, because 
there are a lot of restaurants, each kvated 
in a different place, each pnn iJin^ a 
slif^htly different menu, and each with 
(.litterent decor and different staff ('enter 
child care markets are moiiiipolistically 
compel ili\e because centers Lompeie 
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keenly tor customers in their locnl market 
areii, anJ pnu'ide ser\'ices which are 
d'fterent in many ways, one tniin another 
CA'prers are rehitively easy to open, and 
while soinewhat expensi\'e to start up, 
these costs are not high compared to 
industries dominated hy hiy business. 
Furthermore, family child care pro\'iders 
compete as an alternate and often less 
expensi\'e substitute tor center child care. 

Process quality ■ refers to the general 
en\'ironment and social internctions in 
a child care classroom. It represents the 
quality of ser\ ices that are directly 
recei\'ed l^y children and their families 
which cannot he regulated because ot 
their qualitati\'e nature. In this report 
we use the process quality index to 
describe o\'erall quality ot n center. 

Public goodiS ■ are tjoods that meet two 
conditions: (1) additional people can 
recei\'e the benefit of the f^'ood at no 
additional cost to the producer; (2) 
additional people cannot he pre\'ented 
trom consuminfj; the good, e\'en if they 
retuse to pay tor it. Tniditional examples 
are national detcnse and radio signals. 
The term is also used sometimes to 
designate the more inclusive category 
reterred to as collect i\'e floods. • 

Resource and rc/erral agancies ■ are 
local organizations whose purpose is to 
direct parents to available chiki care 
centers or family child cnre homes. They 
may also cixirdinate traininsj; opportunities 
tor pro\'iders and otherwise help 
pro\'iders to de\'elop new centers or 
homes. Finally, they may also work with 
local businesses and communities to 
inctease awareness of parent need.'- tor 
child care and other work-related sen-ices. 

Revenue - reters to the total amount of 
income received by a center, incliuling 
tees paid hy parents, publicly reimbursed 
tees, USDA tood grants, other public 
tunds, sponsor and other private 
contributions, ani.1 iither re\'enue. 

Scctrn- - is used in this .stikly to distinguish 
between nonprotit and lor-protit centers. 



^hort-rxm 6&creasing average costs ■ 
exist if average variable cost per child 
hour decreases with an increase in total 
child hours pro\-ided by the center. 
This is called short-run because the si:e 
ot the center (its legal capacity} is 
tixed. The kmg-run equivalent is 
economies ot scale. 

^tructuxiiJi quoMiy - measures include 
statt-to-child ratio, group si:e, statt 
education and experience, .square teet 
of facility per child, and other measures 
of the quality of the facility that bouses 
the center. They are aspects of cla.s.sroom 
structure that can he regulated to 
impro\'e the qualir^- ot sen-ices to children. 

^vibsidxes - are defined in this study as 
anything that either reduces the cost of 
pro\-iding care to children such as in-kind 
donations or foregone earnings, or that 
allows children whose parents could not 
otherwise afford care to attend a 
particular center. 

Systems - are entities which perform a 
set ot functions to achieve given goals. 
They are composed ot a set of interrelated 
parts which help perform the system 
function. An automobile is a system ot 
interrelated parts, as is any mechanical 
de\'ice. Organizations can also be 
thought ot as systems. In particular, a 
for-profit manufacturing firm is a system 
designed to produce some commodity 
for sale and for profit. Often, systems 
are designed to generate information 
which can be used to monitor and 
iinpro\-e their functioning. For instance, 
a thermostat is a system which regulates 
the heat in a house by measuring the 
temperature and automatically turning 
the furnace on an off to keep the 
temperature within a particular range. 
In this study we depict child care centers 
as systems designed to pro\-ide ser\-ices 
tor families and their childien based on 
certain goals that have been identified 
by tin; o\\-ners or board ot Jlirectors. 
C -enter operations pnu'ide information 
on operations which can then be used 
to re\ ise procedures to improve center 
performance. For instance, the center 



keeps financinl nccounts to check on 
its success in staying within its hiidKet, 
anel, in the c;ise of t'or-protit centers, 
earnin.ij profit. Centers also kee>p track 
ot children's attenilanee ami sickness, anel 
a myriad ot other aspects ot the program 
used tor e\ aliiation and impro\'ennent. 

Total variable costs - are the costs that 
chan.ije with tlie wilume of ser\'ices 
pro\'ided in the short-run when the 
amount of physical space available is 
fixed. For example, a center can increase 
the numhernt children ser\'ed hy offerint; 
more dix'ersified .ser\ ices at different 
times ot the day. This can increase the 
numher ot hours ot ser\-ice ottered in 
the same physical location. Thu.s, total 
x'ariahlc cost exchkles rent or mortgajje 
payments wliich are fixed costs in the 
day-to-day operations of the centers. In 
this stuely, total \'ariahle cost includes 
the \'alue ot donations which represent 
resources used to pro\'ide ser\'ices as well 
a.s an imputed \'alue of the ser\'ices of 
owner-operators who do not take a salary". 



Transaction costs - are the monetary' anel 
nonmonetary costs of purchasing a ^ood 
or service in addition to the price ot the 
item ir.selt. For instance, in shopping tor 
clothes, transaction costs are the costs ot 
tra\-ellinii to the stores, shoppin<? around, 
and, possibly, returning to pick up alter- 
ations. In cliiki care purchases, transaction 
costs include time spent searchinj,' tor a 
center, \'isitin.t^ centers, and monitorin,^ 
the center after choosinj^ it. 

Trust goods - are goods or ser\'ices the 
quality of which are \'eiy important to the 
purchasers hut Jifificult tor the purchaser 
to a.ssess accurately. Ser\'ices pro\'ided by 
nursinfi homes and child care centers are 
trust goods. For buyers who wish to be 
a.ssured that they are purchasing good 
quality, they will often pay more for a 
brand or ser\ ice which they ha\'e reason 
to believe is of better quality. This is the 
reason that accreditation of child care 
centers is a usetul de\'ice for both buyers 
and sellers. Buyers can know that accred- 
itation is related to good-quality .ser\'ices. 
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Executive Summary 



Conducted <M c\ time when increasing numbers of tiie nation's young children are in child care and 
when the American public is duly concerned about the readiness of voung children for school, the Cost, 
Quality, and Child Outcomes Study prcnMdes the first comprehensi\'e econometric and psychometric analvsis 
of child care and children's ciutcomes. Uniquely designed to examine the relationships among the costs of 
child care, the nature of children's child care experiences, and their effects on children, this study provides 
fresh pro\ ocative information for practitioners, policymakers, and the public. 

In brief the study found that while child care varies widely within and between states and sectors of 
this industry, most child care is mediocre in quality, sufficiently poor to interfere with children's emotional 
and intellectual development. Market forces constrain the cost of child care and at the same time depress the 
quality of care provided to children. 

Results indicate similar fees, low profit margins, and minimization of costs — all characteristics asso- 
ciated with strong price competition. Good-quality care costs somewhat more to produce than poor-quality 
care, but generally higher costs are not ob\'iously reflected in parent fees, which are relativelv similar in cen- 
ters of different quality. Consumers thus show little differential effective demand for higher quality, in part 
because they ha\'e difficulty obser\'ing the quality of care the children actually recei\'e. This means that there 
are few economic incentives for centers to impro\'e quality. 

The research team collected cost and quality data during the spring of 1993 through visits to 50 non- 
profit and 50 for-profit randomly chosen centers in each of four states: California, Colorado, Connecticut, and 
North Carcilina. Trained data collectors conducted interviews and distributed questionnaires to center direc- 
tors, teachers, and parents and obser\'ed twci randomly chosen classrooms in each center. That summer, the 
team collected data on 826 children from preschool classrooms visited earlier, which allowed an examination 
of the concurrent developmental outcomes related to their child care experience. 

This report summarizes findings in four major areas: 1 ) quality, 2) costs, revenue, and support, 3) sec- 
tor comparisons, and 4) the child care economic envionment.' It discusses implications of these findings and 
makes recommendations for change. Study methodology is summarized in Appendix 1. 



Based on criteria established by the early care and education (ECE) professional communities, we 
define "quality" child care as that which is most likely to support children's positive de\'elopment. To ascer- 
tain classroom quality, trained observers used instruments that permitted e\'aluation of the quality of the total 
child care environment as well as more specific aspects of the relationship between teacher and child (see 
Appendix 1 for dctaiH. An overall index of centCi ijuality was constructed, from 1 to 7, interpreted as follows: 
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1 - Inndoqiicitc: Cliildrcn's nouds Kir lioalth and ScitVty ncit r.Tjt; no Wiirmth or .suppcirt from ndiilts cibsorx od, 
no locirning oncoiircigcd. 

3 - Minimal: Cliildrcn's basic lii.-ciltli and sdk'ty nci-'ds mot; a littlo wdrmtli and support prcn-idod by adults; fow 
Ifcirning cxporionccs. 

5 - Good: Health and Scifet\' noods fiillv mot; warmth and support for all childrLMi; learning in many ways 
througii interesting, fun acti\ itios. 

7 - Excellent: E\'erything in "good," plus children encouraged to become independent; teacher plans for chil- 
dren's indi\'idual learning needs; adults ha\e close, personal relationships witli each child. 
Tlie range of quality between these scores is also important. In particular, we call ser\'ices that are rated below 
minimal (less than 3) "poor" or "less than minimal"; those that are between minimal and good (3 to less than 5) 
"mediocre"; and those that are between good and excellent (5 and o\-er) "de\'elopmentally appnipriate." 

FINDING 1: Child care at most centers in tite United States is poor to mediocre, ivith almost half of the 
infants and toddlers in rooms having less than minimal quality. 

The level of quality at most U.S. child eare centers, especially in infant/toddler rooms, does not meet 
children's needs for health, safety, vwirm relationships, and learning. While there is a great deal of \'ariation in 
the sample, the mean score for all centers in the study was 4.0, a full point below the good-quality level (5). 
I-igures 1 f'""'oiigh 3 show the distribution of quality scores. Only one in se\'en centers (14". >) recei\'ed a rating 
of developmentally appropriate (5 or abo\'e), and one in eight {12"i)) were less than minimal (less than 3). 

Child care for infants or toddlers is of particular concern. Of the 223 infant or toddler rcxim obser\'ations, 
only 1 in 12 (8"..) met the good-quality level, while 2 in 5 (40"n) rated less than minimal. Babies in poor-quality 
rooms are x'ulnerable to more illness because basic sanitary conditions are not met for diapering and feeding; are 
endangered because of safety problems that exist in the room; miss warm, supportiv e relationships with adults; 
and lose out on learning because the)' lack the books and toys required for physical and intellecturl growth. 



FIGURE 1: 
Process Quality in Child Care Centers 
(N=398) 
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FIGURE 2: 
Process Quality in Child Care Centers 
Infant/Toddler Classrooms 
(N=225) 
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FIGURES: 
Process Quality in Child Care Centers 
Preschool Classrooms 
(N=511) 
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FINDING 2: Across till levels of iiiatcnitil educntiou tinti cliiUi ^cudcr luiii ethnicity, chiliireu's cognitive ami 
social ticvelopnicnt nre positiveh/ lelnted to the quality of their child care experience. 

Children in liighor qunlity pivschool classrooms display ji;ri.Mti.T rca-ptive Uingiuigo ability and pre- 
mathcmatics skills, and ha\'o more advanced social skills than those in lower qualitv classrooms. Children in 
higher qualit\' centers ha\-e more positive self-percepti'.^is and attitudes toward their child care, and their 
teachers are more likel)' to ha\e warm, open relationships with them. All of these factors are considered 
important to a child's opacity to enter school ready to learn. Fvirther, these relations wx'w obtained in onalv- 
ses that controlled for child and parent characteristics known to be related to both child care selection and 
de\'elopmental outcomes, including maternal education and child gender and ethnicit\'. 

While man\' previous research projects ha\ e studied the impact of child care on the dev elopment of 
at-risk children, this stud\' focuses on the broad range of children in center care. For these cliildren, develop- 
mental outcomes on a wide s'ariety of mc^asnres improve with the quality of the center across all le\-els of 
maternal education and child characteristics. In some instances, however, quality had even more impact on 
children t\ picall\' at risk (specifically on receptiw language ability of minorit\- children and on the self-per- 
ceptions of children of less-educated mothers). 

FINDING 3: The quality of child care is primarily related to higher staff-to-child ratios, staff education, and 
administrators' prior experience. In addition, certain characteristics distinguish poor, 
mediocre, and good-quality centers, the most important of which are teacher wages, educa- 
tion, and specialized training. 
This study affirms how important the ratio of adults to children is to quality of services. In the statis- 
tical analysis to predict the determinants of qualit\', the staff-to-child ratio is the most significant determinant 
of quality, e\'en when co'ntrolHng for other factors affecting quality. Center quality also increases as the per- 
centage of center staff with a high le\'el of education increases. An increase in a center administrator's prior 
experience generates higher quality, all else being constant. Finally, there is some ev idence that staff tenure at 
the center also increases quality. 

A different analysis identified classroom and center characteristics that distinguished among centers of poor, 
mediocre, and good qualitv. Tliis anaK'sis was particulark' successful in identifying poor-quality centers, and only 
moderately helpful in discriminating between medicKre care and good-quality care. Tlie most important discrimi- 
nators were a\ erage teacher wage rates, and teaching staff education and specialized training. 

FINDING 4: States luith more demanding licensing standards havcfeivcr poor-quality centers. Centers that co)).- 
ply with additional standards beyond those required for licensing provide higher quality senuces. 

More poor-quality centers were found in North Carolina than in th'> other three states. Of the four 
states included in the study. North Carolina is the state with the least stringent child care standards. For exam- 
ple, at the time of data collection. North Carolina allowed 1 adult to every 6 infants or 15 three-year-olds, while 
the other states required 1 adult to every 4 or 5 infants or 10 or 12 three-year-olds. Similarly, North Carolina 
recuired far less early childhood education of its center staff than did the other three states. 

In addition, centers that meet higher standards than required of all centers in their state in order to 
recei\'e public funding pay higher wages, pro\'ido better benefits and working conditions and have higher 
overall qualit\'. Finally, accredited centers, those that voluntarily meet a higher set of standards specified by 
an outside organization, ha\'e higher quality than do nonaccredited centers. 

FINDING 5: Jliree specific t]ipes of centers provide higher than average overall quality. Tlie financial characteristic 
these ccnteis shire is that they have access to extra resources that 'che\j use to improve quality). 
The 2H centers operatea hv a \'ariety of public agencies (in public schools, stale colleges, and uni\'er- 
sities, or operated by municipal agencies), the 16 worksite centers, and the 30 centers \v ilh public funding tied 
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to Iiij^hor st.iiuiiirds (tlu- Siimc f^i'oup cik-d in Findinj:; #4) prcn ido Ivglit-r qiuility lmiv t'lnn otluT ci.'ntLTS, Witli 
k'w exceptions thcv siiiiiv the foilowin,!;; ciiiiMctoristics: they hiive hif^iior expended costs and totiii revenue per 
ciiild iioiir, hcive more donnted resources, and iire less dependent on pnrent fees than other centers; they pay 
Iiigher u\iges and prov ide more staff benefits; they iiave iiigher stoff-to-chiid ratios; <ind teachers have more 
education, nio.v specialized training, and longer tentife in the centers. 

Tile econometric anaK'sis shows that centers operated bv public ai^encies (and nonprofit centers in 
general) use resources as efficiently as other centers. That is, for a particular le\'el of qualit)', wage rates, full- 
tinic-equi\ alent (FTE) children, and size of facilitv, the cost per cinld hour is the same as at other centers. 

These results suggest that quality is higher in centers that ha\'e in-kind donations or outside funding 
that they use to increase quality. While parent fees may represent a majoi" soui'ce of rev enue (for instance, in 
the worksite centers and centers operated bv state colleges or universities), these centers do not ha\'e to 
depend solely on parent fees to finance the pro\ ision of quality ser\-ices. 

COSTS, REVENUE, AND SUPPORT: 

Before discussing costs and re\'enue, several terms mu-.c be defined. First, we use the term expended 
costs to refer to cash costs that are actuall\- incurred to run centers. Second, we use the term donations to refer 
to the goods and ser\'ices that are donated by individuals and agencies to support child care. Those dona- 
tions — facilities, volunteer sei vices, or other kinds of goods or services — must be included to report accurate- 
Iv all of the costs of pro\-iding care. Third, we use the \.t:rm foregone wages to refer to the difference between 
the wage a staff person could earn in another occupation (based on the person's education, sex, age, race, and 
marital status) and the person's wage as a child care worker.- Fourth, we use tlie term full cost to refer to the 
amiviunt it would take to operate centers if all costs were included. That is, the full cost of care equals expend- 
ed costs plus donati(>ns plus foregone wages. Finally, we use the term total revenue to refer to the total amount 
of income recei\'ed by a center, including fees paid by parents, publicly reimbursed fees, USDA food grants, 
other public funds, sponsor and other priwite contributions, and other levenue. 

FINDING 6: Center child care, even mediocre-quality care, is costly to provide. Even so, donations and fore- 
gone wages are large, accounting fvi more than one-fourth of the full cost of care. 

The average expended cost (or cash cost) is S95 per week per child, or S2.ll per child hour, to prov ide 
mediocre care. (See Figure 4 on the following page for costs by state.) In this labor-intensiv e industry, labor 
costs account for 70"o of total expended cost^•. Facilities costs represent 13"ii, and all other cash expenses make 
up only 15".. of the total. That expended costs are as low as they are is due to the use of primarily female 
emplcn'ees {^7"« were women in this sample) who earn e\'en less in child care than they could in other female- 
dominated occup.-tions. in this study, the mean foregone wages :,i\'en up by teachers was 55,238 p'*r year; 
assistant teachers ga\'e up $3,582 per vear. 

Our estimate of the mean full cost of producing center child care services is S2.83 oer child hour (S127 
per week), or S.72 per child hour more than expended costs. Figure 5 (on the following page) shows tiiat this 
additional $.72 per hour of costs comes from: 1) workers who contribute 19"ii of full costs (S.54 per child hour) 
in the form of foregone wages and benefits, 2) occupancy donations, which average about 5"ii of full cost ($.14 
per child hour), and 3) \'oIunteer services and donated goods, which represent 2".. of full costs (S.Ob per child 
hour).' 

The amounts of foregone wages and in-kind donations vary by state. When foregone wages are 
adjusted for regional differences in the cost of li\ ing, they are smallest in Connecticut, where overall quality is 
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FIGURE 4: 
Expended Cost per Child Care Hour 
by State 
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higher, and largest in Colorado, where qiialit}' is lower than expected (based on licensing standards). This sug- 
gests a poiti\'c relationship between quality and the payment of wages that are more competitive with those 
in other industries using similarly qualified workers. 

A comparison of the expended cost of child care with a typical family's income indicates the high cost 
of producing even mediocre-quality care. The av erage annual expended cost paid by a center to prcn ide ser- 
\ ices for one child is S494C) per year. This represents 8"<. of the 1993 median U.S. famil_\' before-tax income of 
about .560,000 for a dual-earner family when both were employed full time, and 23"" of the 1993 median 
before-tax earnings of just cu'cr .521,000 fcir families headed by a single parent employed full time (Statiitical 
Ahftnict of the U.S. 1994, pages 429 and 474). 

FINDING 7: Good-qtiality services cost more than mediocre quality, but not a lot more. 

The cost of pro\ iding care is mod(?stly and positiv ely related to the le\ el of quality of serx ices.-* The 
additional cost to produce good-quality services compared to mediocre-quality care was about 10"<>. The cost 
of incHMsing qualit\' increases, howev er, at higher levels of quality. 

This Iff'ti estimate is based on cross-sectional data and cannot, therefore, be used to project the quali- 
ty change from increasing industry-wide expenditures. For a 10"ii increase iri cost to significantly improve 
quality, the monev would ha\-e to be spent vi'iselv and not cause any increase in the prices cif resources used. 

FINDING S: Center enrollment affects costs. 

The effect of enrollment on costs shows up in two ways. First, the larger the number of children served 
(up to the legal capacity of the center) and/ur the longer the hours of service, the lower the cost per child hour 
for a particular le\'el of quality. That is, using the same facility space, ser\ ing more children or serving them 
more hours brings about a proportionately smaller increase in cost per child hour. Second, larger centers, those 
serving a larger number of FTE children, also have lower average total expended costs per child hour than 
centers ^er\ ing a smaller number of children, oven holding quality constant. 

FINDING 9: Cash ^layivent from government and philanthropies are sources of center revenue that demon- 
strate a social commitment to sharing the expense of child care. On average, these cash pay- 
ments represent 28% of center revenue. 

As a society we consider center child Ciire an important service that some children need regardless of 
their famih 's income. Economists call such things merit goods, because all w ho need the service merit ha\'ing 
it- Cash philanthropic contributions, public funding of centers, and child care tax credits all help reduce the 
fees paid bv parents and other purchasers of child care as do donations and foregone wages. 

For the whole sample, including families whose child care is subsidized, parent payments to centers 
represent the equivalent of $1,55 per child hour or $70 per week. This represents 71"<) of center revenue (and 
55". > of full cost). For families that pay full tuiiion, tuition for preschool-aged children a\ erages 51 .92 per child 
hour or $86 per week. If the typical family elects to take the federal child care tax credit available to them, this 
represents another government contribution, reducing parent expense bv an estimated a\ erage of $.21 per 
child hour (20". of $20(1 per month/ 193 hours per month). 
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SECTOR COMPARISONS: 

Child caiv centers operate in a mixed market made up of' private ncmprofit centers, nonprofit publicly 
operated centers, and centers ow nud and operated For profit. The existence of nonprofit centers reflects long- 
standinj; public and philanthropic willingness to support pro\ ision of child care as a merit good. Howev er, 
the fact that different kinds of financial structures co-exist and compete in local markets can affect the cost and 
quality of ser\-ices. 

Fl\'DlNG 10: There are differences between for-profit mid iioiiprofil sectors. Oi>ernll quality of sendees, how- 
ever, is not significantly different beliveen the two sectors except in the one state with very 
lax licensing standards. 

Quality is not significantlv different between for-profit and nonprofit centers except in North 
Carolina, where for-profit centers pro\'ide much lower equality care. In addition, olu" econcimetric analysis indi- 
cates that there is no significant difference in \'ariable costs per child hour (see footnote 4 for definition) 
bet\\'een the two sectors, holding ccinstant the number of hours of serv ice, qualit\', vvage rates paid, and size 
of facility. This means that tlie nonprofit sector is about as efficient in the use of resources as the for-profit sector. 

Despite overall similarities, there are also differences, hi nonprofit center.^ staff-to-child ratios in 
preschool rooms are higher than those in for-profit centers; teachers and teacher-directors have more special- 
ized training and formal education; assistant teachers and teacher directors ha\ e more prior experience; staff 
ha\e worked more months at the center; and annual turno\"er rates are lower. Nonprofit centers pa\' highei' 
wages, and foregone wages of their staff are lower than those in for-profit centers. While these findings repli- 
cate those of earlier studies (5'hillips & f-fowcs, V)S7; and Whitebook, Howes & Phillips, \^S^) that nonprofit 
centers ha\'e higher structural quality measures and higher wages than for-profit centers, it is the first to find 
such limited differences betu'cen sectors with respect to proces.s qualit\'. 

FINDING JJ; Within each sector, particularly the nonprofit sector, there is variation by subsectors in center 
characteristics and quality. 

To examine differences williin each sector we divided the nonprcifits into three subsectors: 1) inde- 
pendent nonprofit, 2) church-affiliated nonprofit, and 3) publicly operated nonprofit. We divided the for-prof- 
its into three subsectors: 1) independent for-profits, 2) local chains, and 3) national systems. 

Within the for-pi'ofit sector, there is considerable homogeneit\' among the threc^ subsectors with regard 
to staffing ratios and staff qualit\'. In addition, the different subsectors do not significantly differ in their costs, 
rev enues, and o\-erall qualit}' of serv ices. National s\'stems do, howev er, offer more staff benefits such as 
health insurance, maternity leave, and staff child care discounts, and they pay lower wages in California and 
Connecticut. 

Nonprofits are less homogeneous; indeed, there are important differences among subsectors. Centers 
operated b\' public agencies ha\ e highei' costs, re\-enues, and quality than other ncmprofit centers. Church- 
affiliated centers ha\'e lower staff-to-child ratios, lower le\'els of trained and educated staff, lower wages, 
lower cost and re\ enues per child hour, and most importantlv, lower overall qualit\- than other nonprofits. 
These centers seem to re^semble for-profit centers more closely than centers in the nonprofit sector. Indeed, the 
knver qualit\' of church centers acccuints for our finding that for-profit and nonprofit sectors do not diff(?r sig- 
nificantly in quality. 

These findings dispel the notion that qualitv (or lack thereof) is crisply aligned with a particular sec- 
tor. To the contrary, these findings suggest that it is difficult to associate any gi\'en le\'el of quality with a sec- 
tcir cn'erali; rather, le\-els of qualitv may be more clearU' aligned v\'ith subsectors. 
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THE ECONOMIC ENVIRONMENT: 

A unique fiiciis of this study wms io Iciini mow nbiuit the ett'ects of niiirket cunditiiins tin tiie cost iind 
qu.iiity oi Ciire. Dift'eivna's in deniiind iind siipph- cunditinns hiced b\' different i<inds of centei's {tlidt is, for- 
profit .ind nonprofit sectors or siibsectors) niiiy iiffect tiie quality of c.ire prov ided in the niiirket." 

FINDING 72; Characteristics of the market setting for child care — iwtahly, market competition and subsidy 
dependence — affect center finances. For-profit and nonprofit centers face different competi- 
tive conditions that can affect their performance. 

Tiiis study prov ides evidence of strong competition in iociil nicirkets. Tirst, centers in for-profit iind 
nonprofit sector.s ciiiirj;e siniiKir fees per child iiour. Second, botii sectors seem to mininii/.e costs. Tiiird, both 
sectors receive similar low rntes of profit (surplus) on snles {3.7"..)- 

Despite evidence of ii high degree of competition between sector.s, the composition of costs and the 
iibih'ty to tiike iidviintdge of sciiie cconomios is different. For-profit centers spend .1 higher percentage of total 
costs on facilities and a smaller percent on labor, which could lower quality. These centers, however, typical- 
ly serve a larger number of children and/or provide more hours of service than do nonprofit centers. That 
allows for-profit centers to operate at lower average cost per child iind enables them to compete successfullv 
with their nonprofit counterparts at a given level of quality. Nonprofit centers, mnnv of which depend on 
cionated facilities, may not have the option of increasing their si/.e (enrollment). 

FINDING 13: There is evidence of inadequate consumer knowledge, ivhich creates market imperfections and 
reduces incentives for some centers to provide good-quality care. 

This studv suggests some reasons fo the prevalence of low-qualit\' child care, particularl\- for centers 
dependent on parent fees, fn our parent survey, while parents say they value the characteristics of good-qual- 
it\' child care, they substantially overestimate the quality of services their children are receiving. Ninety per- 
cent of parents rate programs as very good, while the ratings of trained observers indicate that most of these 
snme programs are providing care that ranges from poor to mediocre. 

There are numerous possible explanations for this discrepancy between parent r . observer ratings, 
some of which we investigated. For instance, there is evidence that parents are hindered in assessing ca^e by 
the inherent difficulty of monitoring service. The disparity between scores gi\ en bv parents and observers 
asse.ssing qualit\- is higher for aspects of care that .ire difficult for parents to observe. Also, parents' priorities 
seem to affect their assessments. The more they \ alue an aspect of care, the greater the disparit\' between their 
ev aluation and that of the trained obser\-er. There ma\- be other reasons why parents rate Iheir child care 
arrangement highh'. For instance they ma\- not fee! that thev have a choice of care, or they may never ha\ e 
seen good-qualit\' Ciire, giv ing them no basis of comparison. 1 he inabilit\' of p..-i rents to recogni/.e good-quali- 
ty care implies that they do not demand it. There is little difference in fees between poor-quality and high- 
quality centers, which lends credence to this h\'pothesis. Giv en both a competitiv e market that equalizes fees 
across centers and parents' difficulty in identifying center qualit\', centers dependent on parent rev'enues ha\e 
no incentiv e to provide a higher level of quality at higher cost. 

The findings do suggest that centers are providing the services parents demand so they can go to 
work. Presciiool classrooms meet health and safet\' needs. Centers in the sample are open long hours, 10 to 12 
hours per day. Tiiev provide part-time care, belore-.school and after-.school programs, and summer camps. 
Parents, however, while thev value good-qualitv services, apparently are not demanding quality. To the extent 
that government agencies involved in pin-chasing care for low-income children impose low payments for ser- 
vicc.i oi" fail to provide higher reimbursement for higher quality, they too contribute to lowering the demand 
for good-quii'ity child care. 
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Summary and Implications 



We found thdt only 1 in 7 centers provides a le\'el of child care quality that promotes health)' de\'el- 
opnient and learning, and that quality of child care affects children across all levels of maternal education. 
These findings confirm earlier reports about the quality of child care avnilabl;' to the average family in the 
United States, presented in the National Child Care Staffing Study (Whitebook, Ho\v(>s & Phillips, 1989) and 
the Study of Children in Family and Relative Care (Galinsky, Howes, Kontos & Shinn, 1994). Our results indi- 
cate that care for infants and toddlers may be e\'en lower qualit\' than pre\'ious!y thought. 

This does not mean that good-quality care does not exist or that the early childhood profession does 
not know how to pro\'ide it. We knou' that high staff-to-child latios, more highly educated staff, administra- 
tors with more experience, and staff stability together do much to create good-quality services. 

This study provides evidence of market competitive characteristics and imperfections that we have 
reason to belie\'o affect the cost and provision of quality. Efficient markets require that buyers have full infor- 
mation. Until parents and other purchasers of care can easily distinguish good from mediocre and poor-qual- 
ity centers, and demand higher quality, centers cannot increase their fees to cover the increased costs of pro- 
viding better care. Since most centers have limited budgets, they cannot afford to provide better quality, given 
the existing fee structure. 

Other conditions affect quality of services. First, weak licensing standards seem to induce some for- 
profit centers and church-affiliated centers to provide lower quality ser\'ices. Second, accredited centers ha\'e 
higher quality. Third, publicly operated centers, worksite centers, and centers that conform to higher stan- 
dards in order to receive publi'" funding have higher quality; those centers seem to have sizeable donations or 
cash contributions, which they ^ to raise quality. Fourth, larger centers, or centers that maintain full capac- 
ity, can reduce costs and increase revenue, thus permitting an increase in quality. 

Lower quality centers pay lower v^ ges. We also found that wages of women working in child care 
are low, even compared to women's wages- that already are lower than men's wages. Foregone wages are 
lov^'er in Connecticut, where quality is higher. They are also lower in publicly operated and worksite centers 
where quality is higher. There is every reason to believe that higher foregone wages reduce staff job satisfac- 
tion and increase turnover. In the nonprofit centers studied, longer staff tenure is related to higher quality. 
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Recommendations 



In this nation, there is a strong cornmitment to meeting the first of our nation.il education goals — that 
by the year 2000, children will enter school ready to learn. Yet despite this knowledge and intent, the reality 
of child care in the United States today makes it highly unlikely that we will reach that goal. Unless poor-qual- 
ity child Ctire is curtailed, the development and well-being of large numbers of our nation's children may be 
jeopardized. To that end, we make one critical recommendation: 



We predicate this recommendation on several assumptions: 

• Child care participation will remain totally voluntary; that is, parents will have the right 

and responsibility to choose whether or not they use child care; 

• Parents' right to choose child care will be preserved; that is, parents will ha\'e the right and 

responsibility to select the type of child care they wish, 

• Child care will remain a mixed sector industry; that is, centers will continue to operate in 

the profit, nonprofit, and public sectors; 

• As a merit good, a service we as a society want to provide for all children, the financing of 

quality child care will continue to be shaied by responsible parties; that is, to the 
extent feasible, families will help pay for child care, as will responsible employers, 
philanthropic organizations, and the government. 

To achieve this goal, we recommend four action steps. 

ACTION STEP 1: Launch consumer and education efforts in the public and private sectors to help parents 
identify high-quality child care programs and to inform the American public of the liability 
of poor-quality programs. 

• Give parents clear information regarding the obser\'able ingredients of good-quality child care. 

• Gi\ c parents and others information that clearly identifies good-quality programs. 

• Initiate a long-term public media campaign analogous to the one addressing the impact of 

smoking on health, to raise public awareness of the nature and importance of good- 
quality child care. 

• In collaboration with other private and public agencies, initiate a federally supported pro- 

gram of research to increase understanding of the child care market an<' to provide 
an ongoing data base on the status of child care and the effects on children in the 
United States. 

ACTION STEP 2: Implement higher standards for child care at the state level, as a major approach to elimi- 
nating poor-quality child care. 

• Create higher standards at the state level and impro\'e monitoring of child care as a part of 

consumer protection. Standards must do more than protect the basic health and safe- 
ty of children — they must also fake into account children's developmental needs. 

• 1-liminafe all exemptions from state licensing standards. 

Executive Summani Jl 



The nation must commit to improving the quality of child care services 
and to ensuring that all children and their families have access to good pro- 
grams. That is, GOOD-QUALITY child care must become a merit good in 
the United States. 





• Encourage centers to seek and maintain \'oliintarv professional center accreditaticm based 

cm lilgli standards. 

• Ci\ e state aiid federal financial incentiv es for centers to prov ide care that meets higher stan- 

dards, eliminating federal regulations that restrict the ability of states to pay liigher 
prices for higher quality care. 

ACTION STEP 3: bicreasc investvicuts in child care staff to assure a skilled and stable workforce. 

• Invest meire federal, state, and local go\'crnnient funds and private sector funds in the edu- 

cation and training of child care teacliing staff and administrators. 

• Provide all child care staff compensation appropriate to their training, experience, and 

responsibility. 

ACTION STEP 4: Assure adequate financing and support of child care. 

• Increase in\'estmcnt in child care by federal, state, and local go\'ernmcnt as well as the pri- 

\'ate sector, to help families pay the cost of good-quality care. 

• Tic all federal and state child care funding to standards that demonstrably produce high- 

quality care. 

• Provide financial incentives that enable centers to hire experienced administrators and 

skilled st4 ff and to learn how to keep them. 

• Tailor employee benefits to provide significant help to employees with young children, as 

part of the priv ate sector's support of child care. 
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Appendix 1: Study Methodology 



Tliis study exciminos tlie ivlntionsliip Lx-twuen cost cind quality of child cnro in centers, and thede\'e!- 
opmontcil outcomes of children enrolled in a SLibs.imple of the centers studied. The centers were located in four 
states — California, Colorado, Connecticut, and North Carolina — selected for their regional, demographic, and 
liCK program diversity. 

Data were collected during the first half of 1993 on a stratified random sample of approximately 100 
programs in each participating state, approximatelv e\'enly split between for-profit and nonprofit programs. 
The study included only state-licensed child care centers ser\'ing infants/toddlers and/or preschoolers that 
offered ser\'icos at least 30 hours per week, 1 1 months per year. To be used in the sample, a program had to 
ha\'e been in operation at least one fi.ill fiscal year, and the majority of children had to attend at least 30 hours 
and five days per week. A total of 228 infant/toddler classrooms and 521 preschool classrooms were included. 

Tile part of the stud\- which addressed children's de\'elopmentnl outcomes included a subsample of 
observed preschool classes enrolling children eligible to enter kindergarten in fall 1994. A total of 826 children 
(approximately 200 per state) from 181 centers were included in this phase of the study. During the summer 
of 1993 indiv idual assessments of the children were conducted at the centers by trained observ ers, and teach- 
ers and parents completed sur\'eys." 

MEASURES AND PROCEDURES: 

Through on-site interviews with center directors, data collectors obiained in-depth financial informa- 
tion such as ceMiter costs, revenue sources, and donation amounts. They also collected data on aspects of pro- 
gram characteristics, such as total attendance; enrollment and capacity; number of infants, toddlers, 
preschoolers, and school-aged children; number of publicly subsidiwd children; operating hours; ownership 
status; fee schedules; and source of payment. Finally, directors pro\'ided information on the education, train- 
ing, demographic characteristics, and wages of each staff person working directly with children. 

Staff persons in the sampled rooms completed questionnaires regarding their family and work expe- 
rience. Center directors and lead teachers in each sampled room completed questionnaires on administrati\'e 
leadership in the center. Parents in the sampled rooms were asked to complete a ques ionnaire about how they 
\ alued aspects of child care that professionals associate with child care quality, and about their assessment of 
quality in their children's classrooms. 

Two well-established global measures were used to assess compreh'.nsively the day-to-day quality of 
care provided for children: The Earhi Ouldlwod Euvinviiiiciil Roliiif; Scale (Harms & Clifford, 1980) and its 
infiint/toddler version, Tlw hifiiut/Toiiiilcr Euvinninwnt Rntiu^ Scale (Harms, Cryer & Clifford, 1990). in addi- 
tion, two instruments designed specifically to measure teacher involvement and style were used, T/u' Cme^ivcr 
hilcniilioi! Scale (Arnett, 1989) and The Teacher lin'okviiieiit Scale (Howes & Stewart, 1987). For each center, 
results of these observations for the two classrooms were combined into an overall quality index number for 
each center. The center quality index is a weighted average of the scores of the two rooms in the center, weight- 
ed b\' tiie percent of children in the center who were in the given age-group. Five times during the day, class- 
room obser\ ations of staff-lo-child ratios and group si/e were made. 

Data collected for the developmental outcomes component included individual child assessments, 
teachiT ratings, and parent surveys. Hach child was seen individually at the center for about 30 minutes to 
administer the following assessment instruments. Receptiv e language ability was measured using the PeaMi/ 
Pictitre Vocabiiliin/ Te^t- Revised (l^unn & Dunn, 1981). The Woodcock-johii^oii Tc.-;/s of Achieveiiient-Rei'li^ed 
(Woodcock & Johnson, 1989; 1990) were used to examine pre-reading skills and pre-math skills. Children's 
altitudes toward child care and perceptions of competence were measured using the Altiliidef/Perceptiou^ of 
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Cotiipi'tt'iKC Scale (Stipck, W3). The children's teMcheri; completed ratings of ch idren's social skills using the 
Cliiiiiiroont Bcluivior Inventory (Schnefer & Kdgcrton, 1976). They rnted tiie teocher-child relationship using the 
Sliuiciit-TciKiicr Relationship Scale (Pianta, l^)'-)2; Pianta & Steinberg, 19^-)2). Finally, parents completed demo- 
graphic siirve\'s. 

All measures were studied descriptiv ely to determine whether there were reliable differences related 
to region, auspice, or three measures of program scope: the proportion of center full-time-eqiii\'nlent children 
who were subsidized, the proportion who were infants/toddlers, and whether the center offered a bcfore- 
school and after-school program. 

The econometric analysis involved estimating short-run total cost functions and quality production 
functions. We employed miiltiproduct translog cost functions where the services provided for infants-toddlers, 
preschoolers, and school-aged children are distinguished. Quality of the child care is controlled by the quali- 
ty index described above. A \ ector of dummy variables, representing center attributes, is included to capture 
efficiency differentials due to center characteristics. 

The quality production function is estimated using ordinary least squares, where the center quality 
index is explained by standard structural inputs (e.g., staff -child ratio, staff education, and experience) and the 
composition of programs offered by the center, as vvell as \'ariables capturing center-specific idiosyncracies, 
such as an administrator's in\'olvement in the center's organization and curriculum. The model also includes 
controls for the financial, regulatory, and institutional constraints surrounding the center's operation. 

A psychometric analysis of correlates of quality was also performed using hierarchical regressions in 
which process quality was regressed onto 7 sets or "chunks" of structural variables. Se\'en sets of regression 
models were fit to the data. The first included the first set of \-ariables, state and profit status. The second 
included the first tw'o sets of variables — state, profit, and the teacher's background variables. Each successive 
regression involved adding another chunk of variables to the model, 

A third analysis was performed, a discriminant analysis to identify the factors that are most able to 
classify centers offering poor, mediocre, or developmen tally appropriate care. 

Hierarchical linear regression models were used to test the concurrent relationship between children's 
developmental outcomes and the quality of their child care. The initial model for each outcomes \-ariable 
included all main effects and two-way interactions to determine whether child and family functions, center 
sector, or geographic location mitigated the association between developmental outcomes and quality. Non- 
significant interaction terms were omitted one at a time until the .-nodel included all main effects, the state by 
sector interaction (which constituted the sampling frame) and all other significant two-way interactions. 
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Appendix 2: Cost & Quality Findings for All Centers hy Profit Status 







Mean Values 




Variable 


Non-Profit For Profit 


All 




N=200 


N=201 


N=401 


Center Structure: 




Spring 1993 




Total l"TE Cnildren Enrolled 


60 


76 


68 


Percent of Centers Accredited 


7 


8 


8 


Percent of Infants & Toddlers 


18 


25 


22 


Percent of Centers witti Before and After Care for School-Age 


47 


72 


59 


Annual Percent Center Turnover for Teachers 


31 


46 


39 


Annual Percent Center Turnover for Administrative Directors 


13 


18 


15 


Percent of Children Subsidized 


34 


13 


23 


Center Quality: 




Spring 1993 




Weighted Process Index, Scaled to ECtRb 


4.16 


3.87 


4.02 


ECtRb Total duality bcore 


4,39 


4.05 


4.22 


ntHo Total Quality bcore 


3.55 


3.35 


3.42 


Midmorning Teacher to Child Ratios for Infants and Toddlers 


0.31 


0.26 


0.28 


IjI:J KI^a^mIm^ "Pa a aL. m ^ ^ ^ L> 1 1 J n aAI a ^ I a ^ P\ ^a—aV^ a a Ta^a 

Mid-Morning Teacher to Child Ratios for Preschoolers 


0.19 


0.14 


0.16 


Percent of Teachers with College Education or More 


39 


33 




Months of Tenure for Teachers 


53 


36 


A'i 


Cost: 


Fiscal Year 1992 




Hourly Wage for Teachers 


$ 7.83 


$ 6.62 


$ 7.22 


Hourly Wage for Assistant Teachers 


5.97 


5.43 


bJQ 


Hourly Wage for Administrative Directors 


12.22 


9.89 


11.33 


Labor Cost per Child Hour 


1.75 


1.24 


1 .49 


Facilities Cost per Child Hour 


0.16 


0.40 


n OO 


lotai uost per uniia Hour 


2.22 


2.00 


on 


Foregone Wages per Child Hour 


0.53 


0.55 




lotal ln-t\ind uitts per oniia Hour 


0.31 


0 09 


n on 


run uost ( lotai uost + in-t\ina bins + roregone wages) 


3.03 


o /^^ 


cod 


Revenue & Fees: 




Fiscal Year 1992 




Revenue from Parent Fees per Child Hour 


$ 1.27 


$ 1.85 


$ 1.56 


Revenue from Public Fee Payments per Child Hour 


0.48 


0.20 


0.34 


Total Revenue per Child Hour 


2.28 


2.10 


2.19 


Surplus or Deficit per Child Hour 


0.06 


0.09 


0.08 


Hourly Cost to Parents Net of Tax Credit* 


1.10 


1.62 


1.36 


Full-time Monthly Infant Fee Charged by Centers 


434.78 


461.53 


450.80 


Full-time Monthly Preschool Fee Charged by Centers 


358.18 


384.29 


371 .50 


Preschool Hourly Fee (Monthly Fee/Hours of Care) 


2.01 


2.05 


2.03 



Note: Elements may not add to totals due to rounding. 

* Equals full tuition discounted by subsidized children and federal income tax credit. 
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Additional copies of the 
Cost, Quality, and Child Outcomes Study 
Executive Summary 
as well as two larger, more complete reports, are available. 

Executive Summary copies are $ 8.00 each. 

Public Report (approx. 100 pages) are $15.00 each 

Technical Report (approx. 500 pages) are $40.00 each 

Send your name and address, along with a check 
or money order payable to "Cost & Quality Study", to: 
Cost, Quality, and Child Outcomes Study 
Economics Department 
Campus Box 159 
P.O. Box 173364 
University of Colorado at Denver 
Denver CO 80217-3364 

Phone: (303) 556-4934 
Fax: (303) 556-3547 
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